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Iinan«» I>opBrtmrnt iiifinoratn3» scorn to ronUnplaU 
tl at at tUc comj Wticn of tlva ciclisaxo olwta^ 
tion the aitirc rupee ririulatiun aiU not bo 
materially different from *hat it «ai at tho 

10,Trj If voq are in agroement viiU (hat olti 
mate idea], no doubt also voa agree that the rxrtem 
under vhirh you hare three forms of In]) legal 
tender money in cirrulntion, namely, notes, ailrer 
nt) ees and gold roius, la a enmbrons one*— It t* Rot 
] crfect, hut it la a aystem vhirh prevailed in F^nrv 
for a very long time up to the Atar U seemed to 
answer all right there As far as India is ronremed, 
bow far the gold coin circulated in prartiee is an 
important eoniidi ration to the ^oextioo If |hs 
actual circulating media are silver rupees and notes 
sou have in eSect two forms of toVeo eurreoev cireu 
latiog and toU hare not any full valued currency 
eircuUtiDg To that extent the situation la India 
would appruiimate more cite*!} to the ileal than if 
TOU had an active gold etrrnlation of full rained gold 


10,773 You hare under tliat sxsttm two forms of 
notes, the paper note and the silver note each con- 
vertible Into the other? — Ye*. 

10 771 Has that anything to recommend it from 
the llieoretical point of vieir?— I have alwar* heard 
that the free ronvertifailitv of ibe note was an in 
dispensable condition to its auecwaful development 
in tie early davs ef note eircalatioa It* develop 
ment was charartens^ hj a dnire ou the part of 
the (lorerniueiit ef India to increaso as far aa posxi 
Wo the opportunities for fret cunrertihdity lato 
rupees I believe that that fact— that the paper 
toheu hat been coarerlible into tbo stiver toherv— 
has played a valuable part up to the preseat time 
in promoting the development ef the note eircolatioci 
in India 

10 775 I tiijpou It Di,ht be sail that tbe basis 
of anv note rirrulatton must Sc iLat it aball be freely 
convertible into aometbing Iwiter than it«cM»— I 
should »T so In India importance has bitherto 
been attached to lU free conrertibilitv into a win 
■May 1 »ay anoUier word on tbit point of coaverti. 
bility? 1 regard it u an importaBl matter not 
only from tbe point of mew of tbe deretotuaent of 
thv note circulation but important from the point 
of view of the general banking habit Ristorv has 
l^iierallv shown that the bimking habit is reached 
through three sUges In the first sta-* „ao 
insists on ha^og metal, ^en ho is afterwards con 
lent with notes and finally he is content sriih an 
entry in a pass book I think historv show* il„, 
cnnn.nes Wh^ tb^anking habit ha. been devekred 
development ot 
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lOxi Yuo are really saying that auch a riic in 
the prtce of silver can only tome aa a part oC such a 
general convuLrion as would probably shake tbo 
Indian rxrban,,e out of its stability, whatrrer 
happene4*—l am t«jt at a\\ »ute that if a nie of 
that sort hapi<eiuvl again it would not shake the 
gold ttandard ont of existence If tbe eii'cnencu 
that the wotld has had ef gold vaganei sicce ISll 
was repcateil again wilbin the lifetime of tbe prrwni 
i^iniratiuR, people would realiv begin to qnratioa as 
to wbelher we ought not to go on to some form of a 
standard iiianat,ed so as to maintain stability ot 
romniodity prices. I do not, of course, say, aod It 
would be fc«l»»h for one to prrlcnd, that gold do- 
preciatitia it the onlv cooceivable «av m which a 
r.»e m price of silver might occur, but os tJingv 
stand today 1 do not see any scrions daop-r of a 
ri*e in silier from any other resion I cannot of 
coorxe speak poiitivily about such a matter 


IS i-o<ojoie lo M as oil ci relent that a 
nee m the price of silver can onlv come at a result 
of a catastrophic fall in gold pncei, if one considers 
I) rt the price of silver aoems nowadavs to fellow 
general rommoditv j rices over long penotls of time, 
and that, id particular, at the present time, tbe 
prire of silver seems to be rather under vataed in 
comparison with general commodity pnens* ts the 
pn<« stands it » inexphrably low lo view of th* 
general nsc el commodity prices since the Tfsr Would 
It not be natnril to expert a subsiaatial rise in the 
price of silver, to bnog tt into relation with ovV#t 
commodity prices?— The prodnction of silier » 
amuted, as you all knew, with the productioo of 
other metaU. and I tbink that nutpiit ha* lateir 
tended to be fairly eoiutant Tbe dcDaeds for 
Silver, on the other hand, are set of suds a ceustant 
eharacter The fact that the Indisti CeverDment 
has been out of tt.e market aed itself bolds a vast 
store of rnpees no doubt has an influence pn the 

With other eommcdilm, but a ri*e lo d'd or d-^I 
1 I»™idaWr iBcreai* ever the preeent 
nsure, and 1 should suggest that a rise ef that sort 

I'mI!":!*'"* '!■ “ “* I” ••onkiw 

With the general depreciatian of gold 

*"■ **'*''’• ‘ho imirvvaion 

rrovidir< IB Iho Indian 
cOTTwicy sTsicm any automatic protection a-ainst > 
^ in the pnee of ,ilrcr'-I think there tre'‘T.r»oi« 
brakes which could U put on co far as lodia herself 
s ceucemed There is the reistrodoctioa of the one 

r«nous ou^r 

•r. opt Ip ke ,kro.n 

preseot-dav oniniiw wonU^„ ^ ‘ 

silver 6ren^V"^„'“, l«“'h.Wv of rcduciofi the 
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BoSi »pnli6li«*l »n 6 »t Ba^^l BUcUttt a pTopoaaU and 
fou saj that th0 interest o! hiilhon d'saters wouM bo 
to di«crt<Jit tlio rupee and to collect as many rvpees 
as they could from all quarters and present them for 
conrersion Tliey cannot collect the mpeea mthont 
paying for them, so is not thero a limit to the poner 
o! financing then) for the purpose of getting the gold 
from the Oorerrunent, necessarily in anticipation of 
its snbseqnent sale to the pnhiics — I do not know how 
qnickly they would ho able to maVo the tnmorer 
They obriously mu^t have a certain amount of work 
isg capital with which to begin the operation, but, 
armed with a certain quantity of geld, the anggeetion 
■ouU be that they "owW p» up coantry with a alack 
of gold, inform the Indian peasantry that the ropco 
waa being exploded and was liVcIr to be reduced la 
ralue to, say, 12 annas, and they would then exchange 
the gni { at a disrount for the rupees, taka the rupert 
back to the Gorernment, repleni<,h their gold again, 
and the proces!, couM be repeated coatinnously during 
this period, whatercr the length of time ia dunng 
Which the O{<eration goes on It would obnously bo 
a most attractire and paying operation if you could 
manage to get the untutored country folk of India to 
disgorge their rupees on a ll-anna bans 

IO,*SS Tou think, onro the alarm bad been giren, 
the financial ronaidcration would not art ns a 
sufficient cheek m the speed with which the coiirer* 
Sion would procoed?-— I do not quito follow that 

10 T83 Onre the alarm has been taken by the 
holdem of rupee hoiHls i^u think that that finaneiat 
brake «a regards the financca of the dealers and 
brokers would net act sufficmilr to check the speed 
at which eonrersion would proceed f—T rather doubt 
It. It takes a long time for idess to get up and 
down the length and brcAdth of ludis. large parts nf 
which are remote from railway centree, and the 
people of which seo ignorant It would probably take 
a considerable time beforo the whale purport and the 
tiodsriying snotiro of the transaction was brought 
hem* to tho rillsger, snd there would bo • consider- 
able time araiMblfi for tho exploitation of tho 
Ignorant 

10,7E4 t undcrslaiid from your moniorindam that 
you do not pheo any relnnee upon ttm estimate of 
the limitation of the initial demand to SO croresf— 1 
think It IS quito conceirable it might come on you 
with more of a rush tinn that I do not want to 
queytion the ectnil eiliuistcs ill tho Finance Pepart- 
ment memoranda benuse any eetimatcs I eonlil giie 
would not be bnsol on such n first hand scqaainlanco 
as theirs end would bo open to equal question All 
one ran say is that such estimatea are to a large 
extent conjectural My eiiggeefion is that if Ibis wieu 
of the blowing up of Do rapee were to get w^1lely 
known, people would take steps to get nd of whatever 
they could spare as thev got opportunities of doing 
so, hut I think it waufd fake o longer or a sliorfer 
time for the project to get known according to 
whether tba place was near to A big town, sinl so mi 
It would get known m tlie big towns eery soon, and 
It would gradually epresd to outlying districis X 
cuubl not at all sav that SO crores wonld be sufficient, 
particularly as I think it might threston !)>« tmst n 
the note, and lead tn a demand for note eneosbinent 
10 785 As regards the estimate of 110 rrores of 
rupees ns tho total amount likely to be presented 
by the public, wo bare bad it in evidence that 
that woull learo 150 crores outstanding for the 
pul lie for smaller transactions Have yon been 
aUa to form any opinion as to whether that 
eslimato is reliable or notf — ^o I cannot really 
form an opinion better than that of the aulhontien 
in India It <li-ws not seem to leare any undnfy 
large amount [wr head of tho population os far 
as one ran see but it is a curioos thing to me that 
the actual circulation of the rupee seems to be *ers 
much tho same after tho operation as at the 
beginning I should hare thought there woald have 

l,cen a curtain oumber of Tup**a liom tb* actual 

6u79a 


eucuUtron given up in exchange {or gold before 
tho 4>i»cration was completed 
10 780 From your rocmoranclum I gather that 
yon look to tha period when after tho conversion 
of tho hoards there will still be sav loO crores of 
mpees m circulation, and you rather criticise some 
of the suggestions contained m Sir Basil Blackett s 
and bis assistsnts memoranda on the ground that 
one would still have to consider those 150 crores as 
being used in practice as unlimited legal tender 
whatever the law might be, and as being necessarily 
capable of CCBtractien, and therefore having to bo 
taken into aocount as a hsbility and in support 
of the exchange value of tha rupee? — Tes I think 

when you have 150 crores of rupees in circula 
tion and IPO crores of notes, which is sbout the 
figure taken, you must allow that if there is a 
return from circulation owing to any redundancy, 
the rctnrn will include, at any rate a proportion 
of rupees and that some place for those rupees 
Diniit be louud in Indian financial economy 'tVs 
idea I had m mind was that if ropees were not 
an nnlimited legal tender the banks would not want 
them I do not think that, if the rupee enjoyed 
in common practice the quality of a fnll legal 
tender, it would be practicable for tha banks to 
refuse theta IVhen, on the other hand, they do 
get back to the bsbks they would bo clogging the 
banking macbinery unless the banks could be 
relieved ol them , and it it ohvicut in such n case 
that the only authority who ran relieie the banks 
IS the Covemnent That was the chain of thought 
10**7 1 would like to know what yon would say 
tv this point of view The gross amount is enor 
mone 110 crores, but if you regard it as proportional 
to the popolation and its needa it » no bigger than 
the small silver which u employed in the currency 
system of other countries According to the esti 
mate given os in evidence it is only 6 rupees per 
head snd here in England you have 22s per head 
of population It might be asked why, that being 
so (le, that It IS only a reasonabU allonsRce of 
smell rhaoge T'cr head of the population) ;/ it is 
no longer standard com of full legal tender, should 
tfae Indian currency system lake any more accoont of 
it tlisn u taken ticcount for instMice, of silver m the 
British cnrrency system os a Liability in respect of 
tho support of tha standard of the country?— In that 
connection ono mnst consider also the large deposit 
currency of this country, that is the cheque cir 
roivlion of the tountiy It you bring the cheque 
circulation in this country into account and the 
note circulation and the silier circulation you will 
find that your aiWet cirrulation liera pl%js a much 
smaller pert in business than it does in tha rase of 
India, where Da deposits of the banks are some 
wUere in tha iveiglihoutlwod of 200 crores notes 
anolhef 200 and rupees siy ISO to 200 It is 
roughly a third of the total there whereas in this 
rnuntvy (I w»s looking at the figures tlie other dvyl 
the bank dcpoBite are somewhere in the neii^bouT 
food of 2300 millions and the currency notes are 
aomething like -100 miUians in relation to these 
figures, the a iver circulation of about 50 n illions 
has a minor eign fiennee The point i« that a com 
pansoa limited to silver docs not bring out the 
full imporlvfice which the rupee pliva in Indnii 
economy Ai in the past it has been nece&sary to 
maintain a reserve to deal with redundant rupees 
and if tho same number of rupees are going to con 

that much the sane risks of redundancy will con 
tinua hereafter as in tho pnet 

10,ra8 kou dwell also in several places in your 
auTcaoTaada upon tha point that enoro weight 
be given in your opinion, than is given in Sir 
Haul Blackett a memoranda to the possibiliti of the 
snbetitntion, as the result of his proposal, of a 
note citcoHhon by gold circulation* — Tes 
10 7*9 IVilI yon expand that?— I look at it in this 

■way \fe ara all {amiliaT with t! e appearance ot 
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a nii>« I( Tou tiTB to carry So »itb ron, 

you hare a little | tW vhirfa vri[:Hs qjite a (vlEtan* 
tial amoant Tb«re(ore it u an obrioue a Uantaec 
to c^e a note, but if you are coin^ to iDtrcuIjca a 
hieb-ralued coin, Ibe alUrnatire of carryiD:; 

about a fcT Bolil coins instcai] of a larite nombcr of 
rupees iroull prevst some altractions anj laijtbt 
make the u«er turn to the gold coin In viev of 
India's attitude towards gold one mast as^ulne that 
many of Uto people who hare been in tW liatit 
of using notes becaux paper is tnore tunrenient 
than a numW of rupee* would turn to wsiBg pdl, 
which wonld W quite a conrenient thing to carry 
alwnt I think that is one war of loukiug at it 
AUo we know that gold is a fulLratoed co n It 
I as a certain preetige of its own The tdra that 
Goreretrent was introducing catastnphi chan;*! 
into tlie ctirrence habits of the peo] !<> n gl • | n>- 
doce a certain anxietr in |>ecple s ruin Is azaicst 
which tber would natnrallr protect ihemsclies hy 
taking adrantage of Gorernment'a offer logne tlem 
gold for paper or ailrer In tlie Fintnew Depart* 

ness on the point, Wanse there is referenre to the 
possibilite ol large holders of rupee* being inlureO 
to poelpone That aeeins to tngge t a certain ner 
ronsntM in introdiKing the gold eurreu? eeheire 
One cannot help reading into that a cenain Du 
gtciog about the whole ojuralioa, ard if «ou ate 
coming forward with a gold offer of the kind in 
new, 1 can inagio* no more unsadsfaitory or un 
deairable thing than to hare to begin be mkio' 
deoanda on the faronr of your curtotnera The 
|>er»n* who had large hoirdt would naturallr mt 
• 1 win take adrantage of the offer now while it 
u on, I cannot U certain that in three ees.. .. 
will *Ull ba on." “ 

10 “no I wanbed to put an cii-osite eoateni.^. 
to Touon that, and that isihij A\« ^ 

cndetice more than on-e that, if eaihan « Wem!! 
.table part of the roeenl heary aheorplun 
would be coming out into turrence Incead oT a 
drain on Gorernment ^!d rvwrre* there would U 
an addition to the gold rnerres coming ba*L f,_„ 
their Piwaenl heard or a More of rake of one »n 
or another mat do you think »Hout that’ ^ 
rou look forward to swing anr effect of that 
Ton m«n the exchange was stahiUswTaDd 

e^ranirfo’VSiiud^notsf’' 

argument » that confideuoe would be 
«tabUsh^ be re«n of two lh.ngs-4he .lability of 
*it M ^ V that coll was 

■TVS,, j'Ti.ri; 

as a hoard or a store of raluepLi ^ 

lioljen oE buSIioi, would toto'^d 
could take owar the com again'*” ?’l’ 


hold,, g that the crrumstaZJl 
thcniMlTe* bring the gold uov 1 ,n ‘ k“^ a'*”''* *“ 
as a store of lalue to'^hl Tank *V; ’*«**'•>«»» 
tun.t.e* for getting g„H j ‘>iP«r 

?.,r i"™- ‘ 1 . rss 


liate thu result to which yon rifcf* — During tbo 
last -V Tear* or so tl e Ooreri meut ha. had n Luedon 
a gold standard rcHfre, large sterling nwrnco on 

• huh one could draw A\e are cow oortcmpUtiog 
a nnditon of thing, in which thew reMCrr. wooll 
hare been nliltxsd in acquiring gold for exchange 
into ailter. Tbetefore any rp'^Tial bortxwirg which 
tie <iorcrnn.ent of India ni jit hare to do in order 
to finaoc. Its gold pro,.rainKie w oulj be .up; lemertary 
to Uirrowing. for tbe ordinary finanrial purpouci of 
lie •.e.reiap: of Mate In that stale of affairs 
additional borrowing to finance gold itri-oris for 
^liange wou! I I anc^t fe , rejndici.l t. Indiai 

«!iore the gol 1 cicLange atandard was m 
fuU mils there Iiaro onN Wn a few inMrtant 
D^siona when we hare had serious adrerse lahincw. 
inrelnog tie aale of rererw CAmnnls I was think 

thing a^ toward, the end of 1U19, I ihink-a'«ut 
halt a doien rase* m all 
10 7^1 Oa each of tliCMc ocra.ii»ii. «,• >l . i. 
refer I andrntand there wa. inch a state 
a* regards the trade balance at would hare had th« 

«anr,:,!rt\r'r -i «h.'t ,b,t 

IioV^ Jr-h a 

suSenng a ieno« eret .A wnditwas «*rv 

qaile conmraUe that thl wrJT^*'^! *'* 1*“'*^ “ *’ 
*o«U be brought under 

»«• to occur Uforo the TiciasiiqJo 

CuM bad progreKH^j terr far T?''”’ "’!»« into 

>»"« borers a^^JVrun^l?"'**'”’' “ 

• bich would be »d«,uaie 

lorexampl#, »>*« period* 

t’enrerted and sterling to a" cQuieii™'^ 
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Ind a aro dr «1 up If rcm ttances from Ind a dried 
up for one ye'»r it wool! moan "S m U on •trat.It 
Biray iw|n ro<l for 1 om cl arcos tt at is apart from 
cai ital ro^nire nents wl cl would presumaMjr bo 
Cnanctil bj loan \t all t me* tl o a thor t oa woull 
I are (o kn i in In I a a cons dorablo amount of eoII 
CO n presum »l ly — or gold — to deal w tl tl o conrer 
son of the note I take it tl at at t) a alago one 
would be OTtromoly reluctant to pul out a Irer aga o 
wl ich had just been boogl I back at a hea»y pneo* 
Tl refore jou would only bo able in effort to ut I so 
paid for meet ns any demand for noto encashment 
tt a t no wlen you aro onJcrtakiBg a Tory far 
reaching currency reform you want to hate your 
roserrea on a very ample seal 
10 0 On the quest on of tl o Suffc ncy of tho 
rceerres tou say tl at 30 per cent for SoU and 
sttilng re«erTea I«r ns llio early stagMof thoacbemo 
IS inadcquafeP— That u so 

10 Hut s not tl at 30 per Cent an add t on to 
the pPoTis on of »terl ng for tho conrers on of tl o 
Tcl n Unt rujweap— Tl at 30 per cent repre*enl«l I 
Ih nk the w 1 olo of the gold and stcrl ng assets hel ! 
m the paper currency reoerro tn tho acheme wl ch 
IS therefore to deni w ih He rela Unt rupee 
reney ami any demand for internal c< nrer* on of 


pa pet 


rielal 


10 TO Jl t in ad I t on jou woul I ha e wl aleeer 
•aternnl r-dtrjo 1 ad ra v«J»-le» BUlooiPor 
111 tie* of tau ns eaterorl rre.! ts for tia cred ( of 
the r rernmenl of Ini a wo U1 be preiud wl by t 
•cl erne of tli s chamrter F rst of all peopio wo 1 1 
undo bterlly quest on the aiwlmi of a ebango n 
Tidr Bt, such a « mplrte up«ct of tl o aettW bab ta of 
Bcnerat 0 i*— a ehs go wl eh wouW appear not to 
aecord * Ih accej ted n oil rn currency idea* M 
resanla the actual inreitor ho woull ool la o tho 
•St sfaet on of 0>o confi lone* *1 wl i* no* ffiren I v 
tli« lim>wteils,e of lie rery Isrgeiterl ng reset ewhell 
hyCorernnenl «h> I tli nk hi tl fro tlopontrf 
t e* of the tra ned cronom t* an I f snners and 
from tio pont of Tie* of tie p Uc tl* aelene 
srouU not 1 0 attract re The ra i ng of tho eaternat 
cr«l I* woi 11 rn •* All k nds of qnewt ons «» to the 
* S.I n of tho prooeaa »h 1 made these external 
crod Is necesiutry 

101*00 D yutlinV n esi mat ng lie ewl t of 
the (orernment of Ind a He world at larj^e paye 
nucl regarl to for* n teeerre*?— T tl k w th 
regari to tie nreslor n tl a co ntry wlo u the 
neraon pr mar ly concerned eon6dence » * I* . “’J 
the fact that H ere are rery largo sterl ng •«et« be d 
in tl s country on bcl alf of the Core nment ef *•" » 
These are always known to be tiere 1 th nlc 

thst dun hare a rcry mportunt best ng 

10 hOI Tl at 11 a spec al c r umstanco i I“d • » 
credtpoeton nemparwnwH oti er co ntr ea? 

because ahe rel es for ler finance and Icr 

trade teiwridi so mud on thie centre 

\0f>Cf' Under the leal See r ly of rerernment 
dor ng , ro e« after tho goH c rr Ut on « eaUh- 
Islol you compare He fg res of note* an I ol 
cold nn 1 • Ivor an 1 of wl at thee wo Id be nder tio 
b 11 of exflonco si nda d Hare you taken nto 
cons derat on ll o I lO crores of rupees n hrar U 
unler tie goJ I exchango standsnl wl ch Woull not 
exist under Uw gold standard!’ Ves I am dea nj, 
there w th the n t ve c rc lat on 1 do ot nclado 
tl D mmob 1 e 1 rupees in hoards n thoro Bg res 
As a matter of fact wlen I wrote tlese mcmorind 
I lad not had tho adrantage of see ng the or denco 
of tie oflicai of tie Ind an rorernmenl and me 
fig ro of son crorea of rupees under tho eold ex 
el ange standard oppn enlly ought to he snor* 1 k« 
160 It was not clear to me from tho early 
njemorands I ow much of tl is n t al 100 crorea was 
go ng to go onl n the stage before Here was any 
gold con and f assumed for tho p rposo of Iwpo. 

11 et cal calculit o th t a certa n an ount of I wo Id 
go out In H e form « 

mmob 1 led rupees i 


H ?(W I want to get n I Itio do er to your m nd 
w tl regard to tl is (uo t o of 1 k ng the r peo to 

gohl or to itc 1 n„ 81 ould I he r ght n tl nk ng 

tl at the tendencr of yo r memorandum is rather to 
m n n se tfc in porta re of a y form of I nk ng w th 

Gol I 1 1 compar son w th sled ng? I th nk wo hire 

at tho outset to form some dea as to how far tl e 
return of sterl ng to gol 1 » to b© regirded as per 
manent If you I Id that tho return of sterling to 
gold M permanent except for suci conce rahle 
emergenc § as aro of a magn tudo wh ch would 
ipset curro ct systems generally tl en I th nk one 
oug! t not to lay too much stress o the dist net on 
lietwcen sterl ng a d gol 1 id de is ng a sound system 
for Ind a W 0 certa nty held Icforo the war that Tod a 
waa on a gold exd ange standnrl We d d not hold 
she was on a sterl ng exchange standard Tl e idea 
of d { ng I ng between tho two mast be trace I I 
(h nk ti> He upset thro gl «h d ws hare jnst come 
for p rpOKca of trade t is obr ous that n fix ng 
rates of exrl ange between the two countr cs tho ex 
prrss on of those rates n ust be in sterl ng but for 
practcal purposes no regard sterl og now as 
synonymous w th gold 

10 KOI Then in r cw of tho c rcumstanca that 
In I a baa come through a per od n wb ch there 
waa a great upset o* ng to tl a d rergence between 
got I and atrrl ng you do not regard it as natural 
that Ind a should now say as t were that the link 
•bo Id be w th gold because whet hss happened 
n the past n ay happen ngs n?— I th nk it a qa U 
I at ral that tl at dea iloull le abroad and 1 
tl nk t requ res to bo re tiatel but I cons der 
that tie pro] er courte s for those wl o under tend 
tl o canso and c reumstnnees of post erenta to 
etpla n to people ll » j roper perspect re and I 
th nk aa I bn o tr ed to expla n soaewhoT* n my 
nemoranda thnt Ind a ought to bo asked to reflect 
how she would ba a come off bad ale rema ned on 
gol I at He pro^tabl shed ra o dur ng tha last 
ten year* I th nk f tl At quest on i exam ned n 
i(< proper 1 ght those w| o understand it « It be 
aid* to «xpU n to those wlio do not understand it 
that Ind a wonld love fared much worse under 
euch cond t on« than si e act ally d d fAre It s 
ohv o le that had she reniA ned on the pre-eatab- 
Islod gold rat o ler pr ce !e els would ba e II 
tualed more w dely than they hare dose la 
l9l»-"0 tie r so n pr ces n Ind a wb ch ©ren then 
gave great nlarm throughout the country would 
I aro been exaggerated and in so far as it has 
tioen pass ble to n t gats the results of the deprec a 
t on of gold n tho case of Ind a to the ext« t we 
haro I to-dar she wo Id hare lost these adran 
tagoi Al I aav I th nk n cons der ng this 
q eel on Ind a must con* der what she would ha e 
experencel had t been prnct cable for her to 
rrma n on tIo pre-war gold rat o dur ng th s pe od 
of uphearal One may oak what would happen f 
asm lar phravnl occ rred aga n 1 do not tl nk 
t i* pos ble to pred t s tt g 1 ere what lud a s 
ntewet woull Im I th nk she wo Id hare to con 
a der what course she would adopt n Hat case n 
ti e I ght of tho c rcomstancea aa they were at the 
t no It 18 not joRsblc to eay t al f Ind a were 
to 1 uk her c rrrnc at a fixed rate to go il t wou d 
n all cre mstances be nl antageous for her to 
ont nne that [ art cnlar 1 k f there was a^a n 
anoUer noent d stur a ce o! He value o! gold 
tl ougl out the ro Id 

lORO- Sup os ng t were to bo put n tl s way 
that wo cannot he s e tl at what I ns happened once 
a ay not h ppen aga n that sterl ng may rot dej art 
from gold n some f t re con 1 t ons wh cl m ght 
not wfiect he world at large Under t! o#e c rc m 
Btxn e f Ind a a c rren V IS 1 nked to go d and not 
to sterl og t can fall back upon the doUar to H e 
benefl of glab 1 ty of Ind an prees' I Hunk n 
tho Bret n tance one may ask as to whether Ind a 
is go ng to bo safer 1 nked to the dollar than I nked 
to the lo nd There aro eements of nneerfa nty 
for any oonntry hln" ng on to th© rurten y ol 
A a 
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snotlcr country I IhinV India can riglillf rcpoM 
4'rcatcr confidence in tbu country, witli »hicl» »ho 
Iiu political and financial tica of loni; llan ling, tKaa 
aho can in any ether conntrr. and that to tranafrr 
her mrrency allegiance from Ihw country to another 
country, apart Irom the fact that it vould net 
accord with the line of Indian trade, would not 
be in the long run in the lotereaU of India After 
all any conntrr haa rnka There hare been penoik 
when the I'nitcd Statea Iteelf haa been thought 
to be not free (tom pcAiticll ruAa is tta ^'«ait>on 
with rrgard to other countriea. One na* hope there 
aorta of dangers will not niaierialife, hut if they 
did matenaliso It ii ohrioaa that the reactiona on 
India might i>e very incanvenieBt She might, for 
example, find that the powaaioB of dollar cr^ita 
conV] not he utilised to the extent ahe had antiLi* 
rated, whereas with this country— which tloeo 
appreciate the deinanda and claims and nghls of 
India— she is alwava snre of receiTing the fa*J«l 
consideration ef any elaim 

W me On a minor question o( fart, you aay that 
the securities m the gold standard renerre yield ae 
arerage return of 4] per rent ttu that the aHnal 
rate during the last two rears, or was it not nearer 
3J per cent •— I got that figure frorn our tceounla 
Department XVe have recentlv re-di\tribat*d Ihs 
securities, and it it possible that two rears ago they 
mar not hare Wn yielding quite that figure, but 
I can get tie exact figure for the Cbramiuion and 
let you know it dcSaitelr when I «m« before you 

10 ®07 Vow one cr two queitions on general 
fiolier Toil »ay order the firrt head of your 
neiuorairfum So 3 that your remarks da not imply 
that gold coinage should cot b« undertaken in liulia 
if the people of India desire that the gold which they 
import should be stamped tn small umta witb tba 
Coeerement hall mtrk of fineneu and weight anJ 
be aroilablo on occasioa as legal temler ^Hiat m 
8*<J*f*I t* yeor opitiioQ ea to the desirability of 
adding to a geld exchange standard a gold eorreaey 
ef tills optional nature*— I do not regard is aa in 
*V »ur an esacntial charactenstie of a gold staudard 
tost then ahoold be a gold coin struck in the 
On the other hand a project of thia kind, 
though I do not attach much importance to it inyaelf. 
seems to me to be comparatirely locxpcnsiTo and 
hanslM As 1 say. it merely represents the placing 
ol a Uorernment halt mark on gold which either 
tudia aljeaJe hM or which ihe i. likely to acquire 
in liquidation of her trade balancw It haa to be 
remembered that India bas had a gold mint m the 
past, and the people of India— or those who attach 
importanco to this question— may want to htr" 
th!Jre \ myself that I 

?ot think new when he says that he does 

not tbinfc this gold wou d in tha ciieumrt.._-^I 
which we are nor.pe.k.Jg cremate 


^u.mr:r^..,^„n'”con'd‘:Ln‘L-”A.r 

Kheme ewential fealn,; 

less characLr «« • relatively har^T 

10 SOS I nder the next head TOO 

•' Ml t., I.*?.", .a ™"S 

in the ordinary wav ehat ahe i» 

from the .ui^inTLC’ ^ 

dmuld imagiu. that wi^ e.iTc^i Sutes I 

* I 0 Si£ 


India a very rontiderabU amouBl of gold from the 
antplns holding in the Iniled blate*, asauming that 
the financial authorities Lviked with farour on tha 
e|>eration, without a genera! Upsetting of discount 
ralea m present conditions, hot what the effects in 
the hereafter would be 1 am much more uneasy 
abunt, because haring sol on foot a gold circulation 
tn India with the increase m popniation, and so on, 
■I >0 qoite on the cards that the annual incrcmeni 
of com, whirb in the past has largely taken tfe form 
ot ailrac, would in the tuturs turn mor* to gold, and 
therefore there would be not only aa immediate 
mand for a largo capital sum. but. probably for an 
indefinite period, a continning additional annual 
demand, in good times, for increment to the 
torrencT in place of iilrer hitherto I aar all this 
With a good deal of reaerre beraote though I Miera 
that St ought to he poesihle to taore a large amount 
of gold without ■ general opset, I cannot help 
having some heailalion aa to whether in pnrtico it 
wouM he done f took • rutting out of a paper not 
long ago of the views of American hankers as to the 
question of gold BOTetsenU in which the statetoent 
appears “Our'Unkrrs would Iik# to eee a slow 
outOow of gold but fear that unJer the existing 
trade and atock market and real male huilding «». 
dttiofia. any csneral eotfiow of gol I would result in 
a sharp decline of romnodily pnews •' Though I 
beliece it might he pocsible, I apprelend iliera is a 
nik that even in the preeent it might have senous 
iwtietie. pooiMy from piychelogicnl caesea. and 
that in the fotnr* the additional drmanl on enU 
might hava a very teneqs infiosnrw in the future 
Urel of geld pnm I aw raihrr inclined to auppen 
that vi« fmtn aomething which Sir Danl Dlvkstt 
I . ^'‘*.“7**'“.* **"* »"«»thine to the 

* ,V**A WliewO that at the prvaeat meaent 

when there it a raJuvidanry e! told i* tnanes sv. 

I...J .1 „r;„ 

wait a hit the gold mty not he availahle for the 

told was iDcrea^ bv^TT'.* ^ i** demand for 
ludia for rcTuiremenU for 

tionf” I gstber^^ '‘"‘“I*- 

set rt aaide I thmk it i. . *r ^hink you can 

»u.t b. l.l,n •' 

lOPW You ssy '‘If la 

rhangw piublem m ^ aoUUon of India'a ex- 

damn,, re still uniUhl^.r^'^'H *•“’* •"’f'J «»- 
«* add to the by ’nnv a^?i^ "Tt” "’®r>W*a« 
W causo a n»e m the T^bie V 
ditmiuiof inrtabilitv LT ^hat con- 

»V mind the principal^ foew",.’ “tb”'"'* theref_To 
r^uwa a certain amonnl of Vnei^ which 

*Su*l dutrihutioB of Ik. * uneasinesj u ti,* 

•one aa a dominant Cold, hecanse 1 


bw or for found practice one ’ under lU 

from a risk that some t.m- fr*’ ‘J*«S«th*r 

^ V""”" 

danpr should be ojt ofTff J’ *. **' ‘'>»t »uch a 


™rj'sK,.s 

ncommesdinE far ■ ‘"“‘nn exchange r 
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^ and one doea not si, disturb. 

It tao^ rontrolUng the value _f °''^***® policy of 
»» tax been carried out Go'd will i-rsut 
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some years no'' and one hopes it will he eontinned 
hut it IS alnays possible that political circumBtanees 
might lead to some change la policy — a change of 
personnel or other cause Therefore in forming the 
policy for India at the present time one must realise 
that theie is m the world at any rate, that element 
of disturbance There are of course other elementa 
of disturbance, though perhaps less obrious 

10 811 In Tiew of what yon have ]ust told ns is 
there any circnnistanee in current conditions to 
which, in your mind, weight should be attached in 
considering whether it is prndent at the pr^nt 
time to nndertake a settlement of Indies cnrrenej 
piobleni? — I Vhinlpi the patUculaT influence 1 tnen 
tioned is probably the most important of the nn 
certain factors of the moment so far as India is 
roiiierned, that is to say, what is to be the future 
value of gold On the other hand, we most attach 
importance to the fact that an increasing number 
of countries hare come to the conclusion that things 
are not too unfavourable to justify the stop 11 baa 
been done in this country 1 think I have quoted 
n speech of the Chancellor of the Exchequer in which 
he said that we appear to have entered upon a 
period of greater stability throughout the world than 
before Probably it is unavoidable that there should 
bo some risks and on the whole it is (or the Com 
tnistion to weigh up whether the risks are sufficiently 
great as to justifv India adopting when her internal 
conditions are sound a policy el further waiting, 
when such a policv has been set aside by countries 
whoso internal renditions sre less sound 

1091S ^^ottId you be prepared to give an answer 
to that question yourself? tVould you be prepared 
to say whether it is ndvisable to wait or whether 
the times sre ripe for a solution of the problem?— 
I should feel more confident if I had had the opinion 
of some of the sutheritiee who were likely to know 
more definitelv than I do what le to bo tho police 
of the great central banks in this matter If I 
was Bssured by such an authority as the Gorerror 
of the Denk of England that he did rot antinpite 
any change lo the policy which has hcen prevailing 
for the last few yesrs, then I should say that fiidia 
woiiM be right in accepting whatever measnro of 
risk there was in adopting a policy of etabiluatioD 
at the present time 

10 813 I understand you to couple that with the 
reservation that it is not prudent to make up yiur 
mind that the time le ripe so to deal with tl e Indian 
currency problem ns to introduce a new element of 
uncertainty into that moat uncertain factor tho 
world’s gold supply? — I certainly attach importance 
to that— that WB should not introduce another un- 
known variable into a world where t! ere are quite 
enough unknowns already 

10 814 And a vnriable in that factor of tbo 
equation which is already tlio most unknown? — Jnst 

10 '<16 I notice that in the last paragraph omler 
the seietid head you deal with the question of tho 
disturbance to tho world's Sliver market, and tbo 
possible reaction on the silver interests of the 
United States of America That is a matter on 
winch perhaps we might wish to get evidence from 
special sources, but I notice you say "Tie pro- 
posal really means that the silver which tho United 
States were indnced to supply to India et a time 
of great emergency is to be thrown back on to the 
market " Could you explain that? I am not sure 
I entirely follow ho v that comes about# — During the 
war, as yon are probably oware, there was grave 
clanger at one time of tbe Oorernuient of Ind a 
having to declare tbe notes inconvertible owing 
to tho drain on its silver supplies It is safe lo 
assert that thev would have been unable to amid 

inconvertibilitv if it had not been for the timviv 

help that the Government of India were aUo lo 
obtain from the Government of tho United States 
through tbo good offices of His Majesty’s CovernmeB. 
here The American Government held, as they atil 


hold large supplies of silver ncquired under Acts 
of the American Legislature, and they were in 
doced to break up a number of silver dollars and 
sell the bullion to India for the replenishment of 
the reserves and the supplv of currency to the 
people of India That Act was a very vcmatkahle 
piece of legislation It is referred to in a book 
recently published called ' The Formative Period 
of the tederal Reserve System, ’’ by Governor 
nardmg from winch it is perfectly clear the Amen 
cans took a special pride in this Art It was passed 
with extraordinary expedition Governor Harding 
says — I am quoting from his book — “ In ordinary 
eircumstancee the passage ef such a Bill would have 
required several rears if indeed it could have been 
put through at all The Pittman Act was perhaps 
the most unique of the war measures and its 
passage relieved a situation fraught with the 
greatest responsibilities ’ That is, ns I say, a 
quotation from a book which I happen to have 
been reading lately It brings out the fact that It 
was a piece of legislation in which America took par 
ticular pride By it the Americans rightly considered 
they had rendered exceptional and signal service 
to Great Britain and India in (be cour>e of the war 
WTien they passed that legislation which Governor 
Harding says in ordinary times they might not have 
got (hroQgh at all, they bad to take account of their 
own silver interests Tbe Bill was treated with 
great secrecy and very few people knew about the 
motire which prompted at because it was considered 
highly undesirable that the risks of ineonrertibility 
in India should become the subject of public com 
ment, but in order to get it through, the American 
Oorernmeot had to agree to re purchase at (lie price 
of a dollar an ounce American mined silver of the 
quantity they were giving op for the use of India 
Tliev implemented that obligation after the war by 
purchasing Americnn mined silver at the price of n 
dollar an ounce to £1) up the gap which had Uon 
ennsed m their silver reserves During a consider 
able part of the time during which those purchases 
were in progress the world price of silver woe sub 
stantiilly below that at which they hod contracted 
to tbeir American silver producers to re purchase 
In view of that hwrtory, I think vt is clear that the 
ideo of dealing a serious blow to the silver market 
would cooie with peculiarly ill grace from India 
which had so much benefited from the action of the 
Uoited States Covernnient in the course of the war 
Mv contention is that any iin.neal to Ihe Iniericon 
Government for assistance in regard to the goki 
aspect of the caeo would be bound to raise consnlera 
tion Ctom them «a to the beaving of the proposals on 
tbe American eilier interests I cannot say, of 
course bow that would appeal to the tmencans or 
what action they would take or what proposals they 
might EOggest, but I can quite conceive that the 
question of goodwill m respect of gold would be 
coupled with seme request enabling the American 
(•orernmeDt to give compensation to tfaeir silver 
lutevests who would be prejadiced — as they obriouslv 
would bo prejudiced— by such a scheme 

10816 kou menu the United States would be in 
tl IS frame of niiod they would say Be hel|>eiJ 
vou when you were in a tight place with silver which 
son had from us and now you seek to return that 
favour by slaughtering tlie silver market ? — I 
tbiok that IS the ordinary way m which one would 
look wt St \ou have to remembev tl at in the (JnibKl 
States the silver interests have for a very long time 
played a most important part m politics and (liere 
has been a senes of Acts of which the Pittman Act 
was the last, of whicli the object waa to give some 
support nod protection to the tmeriran silver jiro- 
duriBg industry 

10817 Have you given any thought in thia con- 
nectnu to tho reaclion of the stiver market aod tbo 
price ef silver ujioo copper and other base nietal« 
lend and tin? — In so far as silver is produced in 
nssociation with lhe<e other metals ore would »aaon>« 
that tbe output of silver osculd to that extent i-v 
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likrl; to continue, In ipiUt of tho <!<<crcaao<l domaiul 
for It, am] that thrwo iiiiclt'rtalilng) which arro pro. 
dncinfi iilrcr in aisonalion with other mrlaU wouM 
fiml thoir profit* afTectoiJ I anppnoo if ramlittoiu 
enabled them to do I do not inow wlietber they 
would— they wontd try to recoup lliemwlvM a* far at 
pofc*ibIe lor their lo»iM hyTawine tlm prieet id tho 
otlier metala, but it doea not Mere that Ihire aoiiM 
bo any particular Rroiin 1 for Iho expectation that tha 
prmluction of ailrer woiill bo tnalerially redae«<(, a* 
it ia prodiicfol to »iich a largo extent a* a by*pr<i-inrt 
I think in regard to thU qiieatian of ailrer, »>f eemrae, 
ono haa to take account very much of tbo larifa 
amount of ailrer IieM in tlm form of ornamenti io 
India, and I myaelf attaeh itaportaneo alao to tho 
poaition in Cliina Not only wouM India bo affected 
ro far aa Imr export* to China are eoneerned (and 
particularly in rcKanl to raw cotton from llombar. 
which U probably the moat important of ihemt 
owing to tbo fact that aa the Chineeo etchango U a 
eilrer exchange the Chineeo would find tlu>m.*ctTe* in 
a tees faroiirable position for Importing hot It U abo 
an important matter when a rery large population 
such os that of Cliina ii subjected to a capital 
1..J of r-rti.p. u n,.Kk „ 15 P„ 

IS what might happen All tho oaring* of a largo 
neighbouring population of an important power— 
China— would be aubject to aiich a lory, in effect an 1 
,t ia cjuito evident that our political relations w.th 
Oima would bo Iwiind to lie affected by a thina ..f 
that hind Seeing how dulurbed tho country m at 
tho present moment and tho difficulty there <* .n 
miHnUiniBg decent political relaliona with Oliina I 
think the 1 orsign Office might hare aoe.ethmg to mt 
on a nueolien of pohey ahich might tare the effect of 

"rSVtuT™.?;' •«! 

10.81B Apart from political coni, deration*, the 
material reaction you would apprehend from tb . fa« 
in the raluo of iilrer. ao far aa aiioa wai 
would take the fomi of a diminution ol the trado 
between India and Oliinap-It would tslti ^ 
power of Cliina to buy from India 

10 810 Tliero would be a diminution of the 
ChinaM capacity to absorb Indian goedif-nal is 
Th Ji. •!»« and equally 


“ ", '""I’ 

“"S™ “"i -u-i’S";;; 


gathered from your memommtn . * •’*« 

criticism of tbs estimates of tl" 
as prepared by the Finance Department I**® 

fore that it cannot bo ren,, ? ““■* ‘••ore- 

duotjon on tbo cost of tKi.” W««ir • - 


safety, and the fact that Vt is as h h* '’•^nired for 
IS merely a refiection of the presence oV 
relumed m the last period'^of .t.o 

Its place to be taken by inlepe.t I “"1 

as in fact, from the figure* at tt.e *®®''nt>et 

random 1 . already ha^m.oe“„ sol®' “® 
far as that is true it ,L ‘-i— ® ““'® ratenl Ha 

accidental fact that we ham 

aa being itself any groumJ fe, ^ iilrer 

a gold currency you would make an'Tm ® 

from getting rid of it ‘wportant profit 


I0,b2l Me may put it in this way. Here li s 
pnlentUI sating to I« made If that poUniial 
ianng le eaten iip, at it were. In starting a gold 
circulation, tint mu.t U recVoncl as pert nf the 
C'J ‘■irt-ulatifiof-fVrtamly 
*fcl” ■*. ” *’",**'•* ‘liil you ifpio that 

the of intitwlucing the gnl I rirculelion moit 
l-o put as high a* tlirr* croreey— ke« | regard that 
asnniU a low wlimat* 

jert of the allege,! de/e,!* of the pre-war intern 
and your analysi. of ihow. d.fecu l.'thi, I umW- 
i rltT? tegard to ibcM 

*>*»• 

Ai^ ex fsnge riandard system, but hoi! Uiey .r. 
not inWentf-Tlia'l « »" *i'*t?Vle«u‘'lh'^' 
1C»,WI u is not rrslly an issue belween .. 

'.I'Kiii''" 'm * I'o . I"..; 

as ^taeen a goli exchange itsmlaril se.l . . 
cachango .,en.i„.| p_Th.f wo„t J 

Ai regards A, would it rorreAu Ui.— .... 

crx;- ij: - 

1" i! 

fineneM in fiTcutiimnf._Iri th^T^mt'i*^* Pf^nl 

the fiSenem of o,ir own i '’"""'"'"I to rmJlw; 

optional issue of gold coin la In 1 ^ t^* 

^«n u,wn orcaiion Tloold you rigLii'/vlt 

of a monetary tystonif ttk.« i ' **• P*ft 

*« th.nli,n-'rX, of a '»“•* I 

were difficulties in acomr,,,, ?i * there 

••Meat with the maiJ^nl'n’"^ aVl?" «>» 

In such circoniitanmi i* mmhi'il 

the (oirernmenl to bar. . ‘ ^ wwtaiiew U 

"* toll I di 1 nni — Ki* '"t*'** 0^ making payments 
habitual offer of gold by"’tU*r’‘'” ^ *“7 

•"rot Tho Wn..l . 0«Ternmenl in n., 

in the event W»lfy 

"i!:i^r:rrd.*±7?r"V 

™«tl. u, l-'’ n-ntionnl. j. tlt« 

■'“I iw «• 8— u. ih. 

5,*,",.“““ hS".", 

difficulty •“eertU "ti 

“7 a transfer of com < ‘®in®in neutral u. 4i.«. 
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better exchange and was tlierefore proleeting him- 
self ngainst depreciation In the case of India that 
particular difficulty, aliich was due to the fact that 
both Switrcrland and France were member* of the 
Lntin Union, is not lilcely to occur 1 can only 
answer jour question by referring to the period from 
IBM to 1911, when this roiiTertibility to which you 
refer was in force in India It seemed to worV 
satisfactorily then, Indian trade made very great 
progress, and the internal currency requirements of 
the country seemed to be met satisfactorily 

10,830 Is It a fact that the difBcuIty only arose 
in the case I mentioned because two countries were 
concerned f The difficulty really arose, 1 take it, 
from the desire of the French people who held file- 
franc pieces to convert tliem into gold? — Yes 

10 831 If yon had in India a rupee com which 
was convertible into gold, would not the effect of 
having such a coin in circulation be to make people 
convert it into gold in India when danger loomed 
in the distam-ef— The Government of India havo not 
hitherto undirUken the obligation to give gold for 
ailver in India, and I mjseU in these Memoranda 
have not contemplated that they should undertake 
that obligation The obligation the Government of 
India has undertaken has been (with a degree of 
formality whnh maj or may not be capable of im- 
provement) to give gold exchange in this country 
for any full Indian legal tender 
10,832 That is in practice, equivalent to gold?— 
In normal times it is equivalent to gold I do not 
think any inronvemence arises from the fact that 
the note is convertihto into ailier and silver into 
notes That particular obligation did not cause any 
inoonvenieiice in the pa«l, the silver reserve «as 
always adequate to exchange notes for coin if 
required 

I0 83i3 INould jou in theory regard a aysten by 
which a paper note is conrertibla into another 
token com which depends on the limitation of its 
issue for its value as deiirablef— I do not regard 
that as an ideal system in itself at all, I only 
regard it as having been a good thing in the past 
as it promoted the acceptability of the note Ooe 
has to remember that India has been used to the 
rnpee for generations, and when it was a question 
of stimulating the iise of the note, a very imporunt 
factor was that the note should be readily ton 
vertible into the coin with nliicli the people were 
familiar From that point of view the peculianty 
of the convertibihty of a paper token into a silver 
token played an important part in bringing the 
Indian currency aystem to its present slate and m 
promoting the note-using habit It must be reniem 
bered the silver token in India occupiee a rather 
exceptional position because it has been for so long 
the staadard com of the country, the com with 
which the great bulk of the transactions of the 
people of the country are earned out, and with 
which they have been familiar for so long In that 
respect it possesses a different character from the 
silver token of most other countries 

10,831 AVouId you regard it as essential that the 
note should contioue to be convertible into the other 
token coin— the rnpee— if the note itself is ton 
vertible into gold, or gold exchange? — In that 
connection you Jiave to deal with different kinds of 
•people I take it the prime interest of the people 
who are conversant with these questions and who 
are concerned with foreign exchange is that the 
local currency should be stable in foreign exchange 
On the other hand from the point of view of the 
ordinary mass of tlie people, who are not conversant 
with these things hot who are ignornnt nnil nn 
tutored I should think it is desirable that the note 
should be capable of conversion into local metalhe 
currency, in other words tlie internal conrert 
hility of the note has an importance in India which 
does not arise at the present time with ua in this 
country I have not had nn opportunity of mixing 
with the peasantry in India or knowing what view 


IS likely to be held by officers and others who are 
familiar with the habits of the peasantry, it seems 
to me that kind of question can only be answered 
satisfactorily by people who are familiar with the 
habits of the untutored classes in the villages in 
India My own limited experience suggests that 
tbo grant of free convertibility was very important 
m India, and Finance Members have always en 
dearoured to increase the popularity of the note 
by mcreasiDg the opportunities for conversion 
10 833 Another question with regard to the 
preseot price of silver The Chairman has already 
stated that the present price of silver seems law, 
haring regard to the general rise in prices, and you 
mentioned you did not think there was great 
likelihood of it rising nnless the purchasing power 
of gold were to fall I seem to recollect that in a 
report furnished by Messrs Carpenter and CuUia 
— (which was an Appendix to the Babington Smith 
IUport>— they forecasted an increasing demand for 
sdrer, and therefore suggested there was n likelihood 
of the price of silver rising;, independently of the pos- 
sible deprecistion of gold Could you enlighten us on 
that? — I should like to refresh my memory on that 
qaeetiOD, bnt my recollection of that report, which 
was written in 1919, was that they anticipated at 
that time that the price of silver was going to 
remain at an abnorraxlly high level for the years 
after 1919, but no sooner was the ink on their report 
dry than the price of silver began to tumble, and 
the calculations they had been st great pains to 
make were falsified by the course of events The 
worlds production of silver seems to be pretty 
stable, lodging from such statistics as I happen to 
have here Before the war it was 830,000 000 fine 
ounces The estimate sopplied to me for this year 
M 230000000 fine ounces, aod last year the figure 
woa 230 000,000 fine ounces I suppose of course, 
there has been a reduction in the demand for silver 
The absence of demand on tbe part of the Govers 
menl of India fer silver for coinage has been nn 
important factor, nod other countries have had to 
give up tieif silver coinage ta a large extent and 
are only now retiving them At the prevent moment 
the fact that tbe Government of India holds 80 to 
90 croree of silver is on influence which at least 
fer tbe present period mibtates against any sub- 
stantial rise in silver prices 
to 836 But you would not dismiss the possibility 
of a nee apart altogether from the depreciation of 
gold?— No I could not be so rash as to dismiss it 
Before the War people would have been inclined to 
discount the idea of silver ever going to 60d with 
great confidence 

10837 In one part of your Ifemorandara you say 
that if Indian currency had been rigidly linked to 
gold she might have fared worse than she did by 
allowing the exchange to rise, because prices would 
have kept stable? — I would rather say because the 
range of fluctuation was, pro fonfo, reduced 
I08J8 I am not quite sure my figures are correct 
hut I haie figures before me showing that the whole- 
sale price indices of tbe United States stood in 
January, 1920 (taking the 1913 figure as 100) at 24S 
They rose to 272, and finished np at the end of the 
year at 189 On the other hand, Indian prices — 
converted into gold, which you have to do for pur 
poses of comparison — stood at 290 at the beginning 
of the year rose to 293 and fell finally to HO That 
shows far wider fluctuations than the United States’ 
prices, and rather contradicts tbe statement you 
made that prices were relatively much more stable 
IQ India than in a gold nsing country Lke the 
Umted States* — We were concerned in thie matter 
with the internal price level as measured in 
internal currency to which the people were 
habitnated 1920 was a year in which the rupee ex 
change was very high and you have converted it 
into a gold rise proportionately high If you look 
at it from the point of view of the conventional 
reckoning of prices in terms of rupees the result 
will, I think, l>e different 
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10 830 I agree but have not you got t® mtsio™ and th* arcrage rate of aocomiflCKlation as catcolat^ 

the pnee fluctuations va gold?— Tl-at is certainly f^W the abroffs’ discount rate for traders bilii, 

one important way of looking at it, but I think the ranged from 8 to 11 per cent Mr Denning a y 

otter u also on important way of looking at it the eorrency was not contracted to the fall citent 


You want to suggest that, the lag being ^ the amount rraWd by tho solo of reve™^ 


a gUat in the aduuttnent of internal prices they 


have not suHered so ranch? — Quito 


suffered lery considerably?— les 


as it was feared the sliortogo of raoney which might 
hare thus been caused would seriouslj affect biisinew 


WM3 .i “"'XSl *a ;Vtor,«p.ta,V..V 

linked to gold and the esehange was allowed erchango 


eXnsl trade must have generally Me must apply that 

1 ace no reason to diffir, to the attitnao taken by 
rt that their currency was th® banks They could not »tiffeii U.o rate tnore 


10 &J3 Under (D) of :rour Memorandum Jo® j^colty, as things are in lad, a .1 present, 

tn the second paragraph to contraction of U» m- gMoring credit eontrnrtion on the scale and witli 

tcrnal crculalion, and you say It is part of promptneas which may be re<|uircd to keep 

accepted theory that contraction of the i"**™*' aituation under ronttol 1 do iwt «; 


. - - - - ailuaxion unset ronttoi i oo pov wanv vo go 

circulation sliould be the regular s«jyl M *ilh question of the various difficnltiea in 

drawals of sterling from the reserves igoQ ,j,ich were to eome eiUnt tieculiat 

pve ns any details of d ^ vaceptioBal, such as the Government deficit and 

heve It was) when some £50 000^ sterling of Re Treasury Bills, but one can arrive 

verse Counc la were sold? To what est^t was t^ at cert^n eoBclnsions wbiVb bear on • hat Sir Henry 

rupw circulation actu^ly "" was aaj.ag-lhat ,f at any time we were to suspend 

traded by ll^^nivalentof . . . remittances for Government on account of exchange 

a question which I have ‘"f *' weahneas. we ought at once to bnag those remiU 

^raTMSSiOTi wiA vt I ‘ tancea to the acieunt of reserve, so as to secure the 

the question which might necessary contrnction instead of dealing with them 

tlvo^ng tlia capacitv of the la.Lau market to ^nd ^ Treasury balances, which merely means 

WBlraetion, aad al^ that money withdrawn from the market in India 

different way from Mr Dennings Mem^aadum, the y, Covernwent deposits at the hank 

*"'.^'‘>.‘.‘’ 1 ).^® conlractmn wh ch U ,s obvious that ,n so far a. you do that you 

10, &U (Clioiman ) TVe had a aemoratiduB from merely iinproi* the hank’s cash position nnd do 
Mr Deuaing on «»bject If you hare •Vthioff mdhing to check the expaniion of credit I think 
which «Qld be nwfulh added to that it wroW he of ,^,4 „ „ p<„ot whuh at soma stags of this inquiry 
.nt»r«tf-l wuld tell you some pomU of interdt namination 1 am of opinion tlSt 

DOW I And t^ allowing for the reduction of t^ p^si practitw in tbit matter has not altoaetliee 

•worded with what correct theory and pr^itica 
public, there was a contraction, if y^i take the first require Tha eitent of the possible contraction at 

ten Whs of the year weting thw penijl of ,„y „ „c.t so much likely to U goreroed Tihe 

*5 of aomethiag la the fie.ghhourbood of the sterling reserves as by the «pa«w 

of Ra. » cMtw Actually la psrioil Ae figures ot trade and husmeu to endure tbs strain Th^ w 

indicata that the contraction ahould bar. bwn about ,„»u.er lessoo one learns from the erenU of 

Its dl ctores There would therefore be a deficiency Tk« veMixes «vr« «ew i.k « 

flora the desideratum of southing like 12 crorw, could haie been drawS^off, but trtde wuld not "uiS 

which was made up mainly by the issue of govero* it i « ue cvuiu not stand 

meal debt created ad Hae to the reserve Mhal I 10 WS It is a oue.iiar, „r .. .a . . 

would Ilka to hnog out is that there was a very (on- which is the hori is it noiv^*^ '* 

uderaWe amount of contraction la the course of that Bank, d it u S;d w .1, VT** i ^ 

year though it fell short, by a figure which could be credit contrel. wiU be Working “owing' *"'* 

caW aled« different ways of what w« d«, derated developed conditions of cr!Uit, Under wr.o« d.t 

bv the correct working of currency theory One advanUges as compared will. ca.nfvni « , " 

goes on from that to esamine bo* far this contrac v«,uln4 with a J’*”*!?'. 

tion of circulation affected the total cash and credit In particolar I micht men* o '****^ “'’S®''’'™ 

available lu the country, and if you examine the * 0 ^ 40^10 the ernsS ot «! f 

depo«ita of the Presidency Banks, the Excbsnge which have been referred currency 

banka and the principal Indian banka you find which may always com out uud'an"* 'Tv*' *"•* 

(though there la probably a certain amount of over you are trvinir to create v- E*f* 

lapping because the other banks used to keep certain t ntil you can really get a 

halaocee with the than Presidency Banks) thnt on will givw up the idea of Imtiiaf* wIikU people 

December 31tt. 1319, tbe deposits of all those bnnka latue 10 themselres, and will v,f “ "I 

were about 209 crores while on December 3lrt, 1920 Imok uny control of credit m • P»*s- 

tbey had gone op to pracHcally 223 croree, or an id affected by tie existence of ** 

crease of 21 crores One comes to the ronrlunon. Those are some of lh« tbi^ stores of value 

therefore that there was an increaso in the credit from o rtndy of the 

available which at any rate to a ooneidcrablo extent, it wiU he useful I »il| om y®" think 

set off the reduction ol cash withdrawn from Iho on this point, bringinw tb.,! J 7 ,*:'®^*’.,“*'''®ranauni 
market by the sale of reverses and the sub*c(|uont IQSIS (CAairman 1 I tb.Zi *. tovetber 
locking up or dcetructiow ol currency One then intemt “ he of great 

turns to the question of why it was not fmasiWo to 10 W7 (Sir J/once*;, Do./aMn„\ r 
effect a larger amount of contraction and esatnioee your 
the discount rates of the rresidency Banks In that where 
year the Bank of Bengal s rate never roso beyond that 


highly derelopcd credit organism 


her banks used to keep certain I ntil you can really get a svstem nVj f "‘“'•‘nction 
,u Presidency Banks) tint on w.ll giro up the idw of Loblfn^,^ 
tbe deposiU of all those banka latue 10 themselres, and wiU bo con’ll*** “ 

while on December 3lrt, 1920 Imok uny control of credit in w'^ ' Tv**, 

iracGcally 223 croree, or an id nffected by tie existence of“hoM ‘“t ^ 
One comes to tlio ronrlunon. Those are Kune of the le 5 M.T.v 
was an iDCr.«o in the credit from a study of the 

f rate to a oonsidcrablo extent, it wiU he useful I »il| om y®" think 

ol cash withdrawn from Iho or this point, hnaging th-^ ,„*;'®^\,“*'"®'’»nauni 

,f ,„m.. ..d 11,. lOWSKli™," fits . 

ctww ol currency One then intemt ^ he of great 
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10,S99 I agree, but hare cot yon got to measnie 
tbe price flnctaations in gold? — That is reriainlj 
one important way of looking at it, but I think iha 
other IS also an important way of looking at it 
10,640 lou wnnt to suggest that, tbe lag being 
so gteit in the adjustment of internal prieea tbe; 
h'vre not tuffered so much? — Quite so 

10,84] Dut of course the external trade nnst hare 
suffered lery considerably? — Tea 

10.842 Beesuse of the fact that their carrency was 
not linked to gold, and the exchange was allowed 
to fluctuate? — That is so 

10.843 Under (D) of your Memorandum yon refer 
in the second paragraph to contraction of ibo in- 
ternal circulation, and you say " It ts part of 
accepted theory that contraction of the internal 
circ^ition should be the regular seqnel of with 
drawals of sterling from the reserres ” Can yon 
gire us any details of the happenings in 1920 (1 be- 
liere it was) when some £50 000, OCO sterling of It* 
Terse CouneJs were sold? To what extent was ibe 
rupee circulation actually contracted? Was it con 
traded by tbe equiTalent of £50,000 C00»—Tbat la 
a question which I hare been examining, and if ibe 
Commission wish it I cenld put in a short note on 
the question which might be of interest te them 
showing the capacity of the Indian market to stand 
contraction, and also bringing out, m a rather 
different way from Mr Dsnuing's hlemoranduo tbe 
amount of the coatraetion which occurred 

10 814 (Choinnon) We had a memorandum frem 
Jlr Denning on the snb^iet If yon have anythiDg 
wl ich ewld be uscfull) added to that itwouM be of 
ii^rMtf— r could tell you some points of interest 
now I find allowing for the reduction of tbe 
nou issue in 1920 and the return of silver (eom the 
public, there was a contradioa, if you take the first 
ten amnths of the year JJr.t, of 

!!f m**r.Tf** "> ‘he neighbourhood 

of Us SO erorei Actually ta that petK.1 the figarcs 
indicate that the wnlraetion should hire been abo^ 
Be 51 crofM There would therefore be a deficit 
from tbe desideratum of something like 12 wm 
which was made op mainly by the issue «,! gwr^ 
menl debt created ad Aae to the reserve UTial 1 
would hko to bring out u that tbero was a very cun 

nr/jui Vf ^ i'" which could bo 

calcu UteJ in different ways of what was des, derail 

pios on from that to examine hew far Ihm contrac 
Vvr.uw” *”*5*®^ cash and rrrfit 

av^able »n the rountry, and if you examine the 
deposits of the Presidency Banks the — 

banks and the principij ludmn ’banU ^ 
(though ^re laUaSly a cerUin "am^ 
lapping because the other hanks used to keep ceHain 
balances with tbe then Preaidencv 

»eK“wt^M *’‘®. “f all thL» blX 
rCv 3lrt 1920. 

i eL ef % ^ 223 crore., or an 

ther^o« U.l tbe’re 

available which at any rale *“ i.V^ 

' ■ f ameue. f to 

T amount of contraction and examiBes 

I" ‘bat 
0 beyond 


the diK 


r the Bank of Bene».. , ^ 

missinn the-, s I Will gjee tbe Con 


tbe Con 

hirh later on feD a 


PonW,‘d“j ilot'ai^tl* "U' * 

•y».i .,n . ™ la 

through contraction of cr^i •*®hi 

by the Controller of Cur«ni. .t*“ *'• 

•w. „„ .„T4.;v‘*,K. 


and the average rate of accommodation as calculated 
from the shroffs’ discount rate for traders' bills, 
ranged from 8 to 11 per cent Mr Denning says 
the currency was not contracted to the full extent 
nf the amount realised bv tbe sale of reverse councils, 
as It was feired the shortage of money which might 
have thus been caused would seriously affect buaine<is 
generallv Me inu<t apply that remark, from which 
1 see no reason to differ, to the attitude taken by 
the banks They could not stiffen tbe rate more 
than tbev did without jeopardising an interest wbiidi 
was wider aud higger than the interest of exchange 
The facts seem to show that we hare to face a funds. 
mentM dificnlty, ss things are in India at present, 
in securing credit contraction on tbe scale and with 
the promptness which may be required to keep 
the situation nndcr control I do not want to go 
now into the question of the various difficulties in 
1919 and 1920, which were to some extent peculiar 
and exceptional, such as tbe Goiernraent deficit and 
the large issues of Treasury Bills, but one can arrive 
at certain conclusions which bear on a hat Sir Henry 
was saying— that if at any time wo were to suspend 
remittances for Government on account of exchange 
weakness, we ought at once to bring those temiW 
taoces to the account of reserves, so as to secure the 
necessary contraction instead of dealing with them 
through tbe Treasury bahnees, which merely means 
that muney withdrawn from the market in India 
goes to swell tbe Government deposits at the bank 
It u obmons that in so far as you do that yon 
merely improve the bank’s cash position and do 
nothing to cheek the eipansien of credit I think 
that IS a point which at some stage of this inquiry 
requires some examiuation I am of opinion that 
post prMtice in this malUr has not altogether 
accorded with whit correct theory and practice 
reqoire Tbe extent of the possible contraction at 
^ Borerned by the 
strength of tha slerliag reserves aa by the tapaeity 
of tr^e and businrsa to endure the strain That is 
0 Doth« lesson one learns from the evenU of 1020 

~nld have been drawn off. but trade could not tta^ 

.wif ® }i ‘*v“ question of which » the cart and 
Biwk I*** Yes The Central 

® j . with the duty of currenev and 

credit control, will be working, owing to the VrT 
developed rendition, of credit.’ uX® ^r.oi d.l 
VV "-“I* central Bonks ,n 

Batil you can really get o «..»»«, ^ j ^ contraction 

"?.f “1 '■"■A.?™;™ .'‘cs 

10.84. <S,r Jlonefi/. DifotAoy) I would dr. 

that if India must lor ^g 
mcnt 3 *^y toiider metallic circulation, the reqiilr^ 
rtabihty, cun W^me^bv <losideralnm of 
f tbe ^!d “x^aoee mand.ei’'^."’'’,"**® '’®"lopment 
dam you hxve not Indicated ili« I ilemornn 

pnaf developmcnl mir T x"* ">’1’""- 

■n epproDnate you think 

«.nd.^5r,d tak7te:L‘’/M‘'“ 

'•m refer will I,e founiTto tl cove'.lll’*'""^ ^ 

«»Uier Memoranda ^ rovered in wme of the 
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10,&4S I noticed that? — The principal re«pecl m 
vhich 1 think the pre-»ar system was defectire la; 
in the fact that although the GoTcrncient had 
accepted the obligation to give rupees Titbont limit 
for gold or gold exchange at a fixed price there *aa 
no corresponding obligation to give gold exchange 
without limit for rupees at the appropriate price 
When the ordinal? current of Indian trade w-aa 
temporanl; reversed the habit was for the Gorern 
ment to come out with an offer of a limited anl 
stated amount of Reverse Drafts nhich might or 
might not be adequate to raaintain the exrhange 
Until 19S0 the amount si offere>l did in practice prove 
sufficient from time to time to take off the redundant 
rurrenc; from the market, but in 19^ though 
there were good reasons for the potic;, the amoaoU 
offered were rlearlv not sufficient, and we bad the 
I'ecutiar experience of the Government selling drafla 
at one rate and the market rate of exchange being 
at a different rate That is the situation — obvious]; 
a ver; undesirable on^-which 1 think could bo met 
and would not ari<e if the Government or the hank 
or whatever antbont; is concerned were to onder- 
take to snppl; gold exchange without limit at the 
appropriate price 

10 Tlie result of ;oar argument u that the 
effectiveness of the gold exchange standard in actoal 
practice depends on the action of the Secretar; of 
State and the Government of India in selling or 
exchanging rupees for gold or sterling and sterling 
for rupees?— \es, just sis the gold standard depends 
in practice on the action of the authoritv charged 
with acUing or kuving gold at appropriate pncea 

10 SM TThen the silver standard was abaodooed 
tn 1*93, the fandamental basis of the gold exchange 
standard was the linking of the rupee to the 
aerereign at a fixed fraction of 1& to 1, was it not? 
—fa I'wa* 


10, *51 2 Te> —That was the fundamental baais 
10, M3 Then does it not logicall; follow that if 
It la impossible to maintain that ratio the basis of 
the gold exchange standard has failed in ita most 
important aspect*— I would not adopt that ronctu 
iioa, because the system seemed to work very aaliv 
factonl; from l*OS to 1914, and the conditions that 
upset the working of that svitem were such as shook 
the gold standard in countries where it was firoil; 
established 1 would ascribe the breakdown of the 
Indian exchange to a much more far reaching cause 
than that, I would asenbe it to the fact that the 
great countries of the world, which were babitusD; 
free markets in gel I decided to bottle up their geld, 
with the result that countries dependent on them 
for gold found thev could not get their loppbes el 
it That set in motion a number of consequences 
which drove the rupee awn; from its moonogs 


10,8o4 Then you hare no remedies to suggest to 
prevent a similar state of affairs bapi>ening again, 
and India being placed in the same position in the 

future? I can only suggest measures which wiU 

prevent the whole world being drenched in blood 
again— the deielopment of peace-loving organisa 
tions whiih, if thev continue, should also prevent 
India suffering from the kind of danger to wbidi 
you refer The disaster to currency throughout the 
world was onlv a small disaster in comparison with 
the loss of life and of happiness cau«ed by the Great 
t\ar, and I think if the causes of these evils are nv 
moved the danger to the currency will probably be 
removed by the same process 
JO So5 Then »e can safely assume, from what jrou 
say, that the breakdoan of the evstera did not 
originate in India or was not doe to any war expen 
diture incurred by the Covernment of ludia*— I 
think, broidly speaking that is true The break 
ilown was due to world wide causce 


10 So6 tfas not the mam cause the accepUoco of 
payments due to India in London in sterling, which 
could not be transmitted to India during the war 
period? Was not that the mam cause of the break 


down of the exchange?— ka I say, I think the mam 
cause of the breakdown of the standard was that 
countnes declined to part with their gold and there- 
foro some other means of payment bad to be in 
vented — something other than the normal method 
Moreorer under the circumstances of the war the 
opportunity of discharging a portion at any rate, of 
India's favourable bahince bv means of commodities 
waa vei; greatly diminished and thus the stram 
was thrown more and more upon metals the principal 
and meet mtnable tne of which was not available, 
or was only avulable to a trifling extent, for the 
purpose of liquidating India s credit balance 

I0,M7 Ton hare spoken about the difficulties in 
finding gold in vour Memorandum Is it not a fact 
that n form of internal token bke rupees, not being 
exchangeable into gold is a permanent cause of the 
boardiog of rupees in India and the nnavailabihiy of 
gold? — I do not regard it as being in any way 
necessary for the satisfactory working of a correncj 
evstem that there should be gold metallic com m 
ciicnlation I should not by anv means regard that 
as essential IVhat appears to me to be necessary 
IS that when there is a redundance of local currency, 
the Government or the authoritv charged with the 
duty should bare the means and tbs will to withdraw 
the local currency to the extent required by the 
citcumstasces That seems to me to be what as 
essentaa! 

I0,M9 India, with her farourable trade halanras 
and being a creditor country, is tn a positioB to 
demand that tlie nature and form of her currency 
shaD be what she wishes, is not that so?— She is 
normally in a position to determise the nature and 
means of payment in which her favourshla baloncex 
shall be liquidated Let me put it in this way she 
IS 10 a position to demand that her farourable balance 
should be liquidated in whatever form she wubes 

10,*o9 In determining that queetioa, is it necea- 
lary for India to pay any sttentioa to any outside 
economic disturbances which may take place, pi^ 
vided those disturban es are not of a nature or 
character to react on Indian policy?— It is hardly 
possible seeing the important part that India plays 
in worki trade and finauce, that anv changes which 
affect (be world outside on a large scale should levvo 
India unaffected It is tlierefore not possible to 
attach any very preci>e raeasing to the idea that 
India can create an upset oulsido and not herself 
feel the reactions of that upset India plays such 
•n important part m affairs that, if she upsets the 
commodity value of gold throughout the world she 
cannot esevpe from the reactions herself There 
fore in this matter India, in fxinsidering her own 
interests, cannot ignore what happens ekewhere, 
because what happens elsewhere will affect her I 
do not know if I hare made my meauitig clear 

10,8G0 Yes kou mean to indicate that India s 
loteiests necessitate the consideration of worldwide 
interests and the avoidance of worldwide economu 
dwturhance, and you think that her policy should be 
formulated so as to be on the lines of least reeist- 
aoce* — I would rather put it in this way India 
cannot afford to be indifferent to what happens out- 
side, because of its reactions on herself She can 
consider thie question, therefore, entirely from the 
point of view of her own intercets, but her own 
interests require that she should take account of 
reactions elsewhere 


10,861 But these reactioi 
nature ns to affect her inti 

because these disturbances are going to affect, s., 
the United States of America, because the United 
States maj bare to part with gold if gold is 
•“ India, and the better price which India 
'«nse It automatically 
0 ground far India to taka into 
iving at a determination of tho 
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problem? — Ton are assuming, 1 tale it tbat thoea 
moremenu irouM have no effect on India henelf, 
and »he need not batlier a><out what iiappens onUido 
in that ca»e® 

10P62 Tea — I am not at all sure lio«- far ibat 
IS Eo tioiradaes We bare entered on s period of 
Torld ro-operation winch is representml be tlie 
League of Nations and other orgSDisAlioca of tat 
sort I do not know Low far ta-dsj- people woalJ 
bold that B greit country could properly pursue a 
purelr indindualiit hoe Such'condQcl belongs to 
a large extent to tbe state of tbirgs whicb prevailed 
before the war Actually, of course lit this par 
ticular proposal cou are eoursclf making you bare 
to remember it is alwars open to tl e counlrr from 
wh cli Tou expect to get rour gold to pot aa embargo 
on gold exports Such a country Las therefore la 
Its hands a weapon to tlie possible use of wbi h son 
must not be blind 

10 Rut the main volume of our trade is with 
the Cnited Kingdom With the Cni‘ed Slate*, os 
you are aware the rolume of our trade is eom| an 
tively small® — kes 

10 861 How will that affect the situation*— This 
country cannot be indifferent to what happens >n 
the Cnited States If for example tbe Coite.1 
States bad to protect lUelf against a drain of gold 
for India bv putting on a gold embargo it might 
be taken aa certain that this country would have 
to do likewise under present conditroiis because 
the gold reservee in this country wontd not Iw 
capable of meeting the ladiin demand tsuiBing aa 
we do now that Airenea bad declined to meerit 
This eenntjy would therefor* in such a cose bate to 
defend lUelf I am only dedisg cor with farpolb 
cses , yen asked me to do so 
10 S&o Tea t see yonr point but were not these 
coiuiderationi taken into account by the ruitnl 
Kingdom when it btele sent hack to the gold 
standard?— No 1 think it uav he aafelv said that 
the poHihility of a large additional denund for gold 
for the porpote of promoting a got I cirvnlation in 
India was aot a consideration before tbe autbori 
tie* when they decided to re^tabkth (be gold 
standard in this coontty I am not one of those 
who wa* in any way r*«potuible for that dea<ion 
and Tou anil have opportunities no doubt of d ^ 
roreriDg the facts from tho people who were respon. 
tible hot mv own itupresion is there was do such 
idea I think that can be ahown bv looking at tbe 
dales on which these things were done The 6rsl 
anv of ns beard of this project of a gold riivnUtion 
was in connection with the laboon of lliu Com 
^on wbeiuM the decuion to revert to the gold 
rtandarf in thu country was taken lu April of last 
^ I 'dcB of banr,^ to 

aupplr im crore* of gold for a project nf th» kind 
was not before tbe authorities at that time 

10 866 kccoidins to your new then India could 
? ’I' • full golJsUndard?- 

L,* IJ 5”^** “ '""S way before that idea 

regard the idea of a eold enm i*. 

thing I think It IS niidem»bte 
s that a 




s cut of accord with i 
sbouM impose on itself the sacrici 
exMnf ** ™u>’tem for business transoctioi 


10 867 I do n. 
this wav VTill TOU ibdi 
xon think India might re 


lol the world knows of 

quite follow you I »^II p„j „ 


ate the Iiorw aloig which 

t.M „ sr.'".""’ 

10»C8 Tes— kre we ta 11 r,n.r 

or Kutd currenev in c.fruU^un? " 

10 *69 V cold standard 


cuUtioi 


-I E 




With gold c 


a bv s; 


— eou.u ixj oy me reduction of rujice 

roinage to the greale.t possible extent and probably 
by tl e ccMotioD of rupee coinage and the reintroduo 
turn of the rupee note The next step would be tho 
promotion and deielcpment of hanking facilities up 
and down the country so aa to get back in tl e 
ordinarv course of evenu the stores of rupees id the 
form of lank depo its Then there woul I the 
wntnal minting and placing of goU m circulation 
M It were to be done it would hare to 1«> done over 
a very prolonged period with a large amount of pre- 
* “Tl Pf®P3''cd to forecast the 
length of time it would take but I think it wouW be 
a very long time, and I think it woaJd be an essential 
preltminavT to any such step to encourage a jrradual 
development of banking bnunws One should draw 
back the aurplns currence so that there conll be no 
qoestion of anv sudden demand for encashment I 
f> not think this u a thing which can I* done in a 
flash kou wiU onderotsnd I hope that in aaving 
thu I am not advocating this step at all 1 think it 
wooTd be contrary to India a interests 

*“ • itandard for 
Indiaf-r am opposed to anv project which aims at 
the onlv u^.m.ted legal tender com of 
I^, and which involv#* the degradation of the 

10 «*2 Do von erjoet India's hidden store* — u 

Mcuco lU the enrrcU^,.“i «■" 

icnorant and nntnio^ mats.. “*i f*^f*t* the 

facility of leinc able to '^**^'*‘^* *** 

I«i,. k.,, “ ;!«>. 11. 

»<'“M go on 1ft coojuncticm *.it ,v* .***?• **>“ 

"“li V businet* up »ed d^' ’*«"•'»!»• 

so that eventnallT tb* enwnev *v^ 
store of value sronJd tome ks v '* “a a 

H IbM I regard it as alj 

■rtment of confidence that t^.> "v ®«»b- 

currency unit abould rem..n*^!rv?''"* of 

the purchasing «„*— !z stable I , 

With which the ordinary 'omruod.i.e, 

•ro the two requiremeaut^ The*, 

^C*« There another cTZ« r"**"*" Radian 
ov^ bare to I* considei^ *ho.e 

different, and that is S,. i ^ needs ar. 

ongaged la I*- 

Thev obve, 

‘ohaU h 


, ue.o 10 tie considered •..j . v^P** wlio»e 

fe^t. and that is Ihrlu.r* •« 

M 1. u» .1 ll™ 

“-I ..tS"";!, ‘nr 

r * consUBt ■nt.r-V.uJ 

~oii la India eurrenev heW . “ rnrctibir 

« ^ncy held as a « ®“*®‘“«iesami^,, ’ 

Ss-sL-.'ssr “'".s ^ 

p®»ter scwla than ev^ w ®s«<U on « .* 

however there i* ” o^'oro I do " “ “Ocl 
for ctrculaiion Iv to * *ousi(]er 

10 8*1 Yon ^ * S®*d coin 

^ has been a larg;"* 
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10,875 You must olso ba aware that a Ur^ 
quantity ot silrer rupees has i ow been substituted 
by geld as a hoard® — Gold has been substituted as 
a hoard for rupees, yes 

10 876 In very large quantities ® — I have heard so 

10.877 kou must also haie heard that the desira 
to hoard gold in India at present and to substitute 
it for silver rupees is due to the idea that the silver 
rupee has depreciated and that it is not safe to hoard 
It?— That is not the reason I have been given for 
this fact 

10.878 It may not be your reasons but 1 : 
giving jou the reasons which prevail in Indiv 
present Do you think with all these »i< 
prevalent, and very strongly prevalent it i 
that anything short of a full gold currency w 
the requirements of the country and be satisfactory 
to Indian aspirations? — I have given my reasons for 
thinking that a perfectly sound currency system, in 
accordance with modern ideas, could be established 
without having a gold unit in mrcolation, and I 
consider that the real secret of unlocking the private 
vaults of India lies not in providing a gold mrcola 
tion, but in the development of sound banking habits 
I suggest one of the reasons for the evceptional im 
portation of gold in recent years has been not only 
the apparent cheapness of gold as compared with 
what India was accustomed to in pre-war times but 
also the very high cost of manufactured commodili^ 
in the pnncspal countries from which lodia u in the 
habit of importing As manufacturing costs are re- 
dtioed-'and they are being reduced in most eouotriM 
—I should hope that India would see that her inter 
ests la> more in taking commodities of » useful 
chiLtacter than lu taking gold 

10 b70 You made a very strong point in answer 
to ths Cliairman when discussing this gold cnrrency 
question that the gold currency would replace the use 
of currenev notes*— I suggested it was a danger that 
could not be overlooked or set aside I connot of 
course, tell you to what eiUnl it would occur, but 1 
gave reasons sn answer to the Chairman for bolding 
thitl It might jmlitsto against the devekqvmenl of Uie 
note-using habit ...» 

10^80 Ttill you please enlighten me as to Uiisr 
men the Governmeiit issued sov eroigns freeir donng 
the interregnom, was the use of notes dimimshed in 
any wav?— It is difficult to say to what extent the 
losiie of gold replaces another form ot iireulstion I 
have always been given to understand that tho gold 
iMue.1 bv the Government did not iircntvle to a great 
extent as currency and therefore it w cut largely either 
to add to the stores of value held alreadv or towards 
replvcing stores of value previouslv held in another 
form Apparently it has uot circulated as currency 
liionv material extent I om referring of course to 
tie cold issued by Govirnmcnt in the past Bet 
different considerations would arise if fho holder of 
the not© were to be gnen the right to demand gold 
Hid if gold 1 ecamo the sole metallic full legal tender 
10 **81 You have referred to the passing of tho 
I’lttm 111 Act and the pnde which tho tmernaDs look 
ill the pissing of this Act, nnd in replv to the Choir 
mm vou stated that tlis Act was very espeditioiisly 
pi-sed md conferred a great benefit on India in 
vllvwiDg her to obtain the silver she required «t the 
right and proper time I would like to ask yon a 
few questions in this coanoctioii Ao regards the 
increased value of silver, you know that silver went 
up to as much ns T’d during tho war iWas not 
that nppsrentlv due nt any rale, to tie wrong 
piliiv adopted hv the Crtivemnient of India tn pre- 
vintiiig the Iirgc stocks of Indian silver being e» 

ported to European countries? — At the time when 

Iho silver err-es became most acute in India Ibe 
nuiount of silver held bv the Governinenl was 
extrcmelv small ami India nt that time was a 
creditor countrv entitled to receive large paymente 
from outside This seems to make it difficult to 

understand how currenev could be exported «n any 

serious scale without lU place being taken by some 


other form of currency Gold was not available at 
the time, the only currency would have been ^otes 
nhiih, in ths abbence of silver, would have had to 
become inconvertible 

10 882 Jly point is that the price of silver vveut 
so high because silver could not be produced in the 
market in large quantities? — Yes 

10 883 If the embargo bad not been placed on the 
export ot iiUer there would have been a greti m 
ducement to Indians who had hoarded silver in very 
Urge quantities to dislodge it and put it into the 
market, and so tho price of silver would not have 
risen so mncJi? — You have to consider in that case 
nhnt India would have received m place of the silver 
she exported Under your byiothesis India would 
have been a large exporter of silver She was at 
that time a. very large exporter of war materials of 
all kindi, for which tbero was great difficulty in 
finding a moans of payment Now you are postu 
iatiog that in addition to that large quantity of 
war materials she might also lutve exported a large 
quantity of silver I should be tempted iii reply to 
ask what India would have received payment in? 
She could not bo paid by the import of commodities, 
because production in the groat countries was 
required for war purposes Bbe could not got gold 
There would therefore have been no means in which 
sbe couhl have received payment, except in the form 
ef locoDvettible pnper 

10,881 May I ssk what LngUnd did in these 
eircunist'iivces when she got goods from America? 
Sbo raised loans there AAhy were not sinnlnr 
opportunities given to India? Did Cngivud give 
India (he opportunity to receive payment in other 
ways?— I think this country had to ^opt the policy 
of raising credits in America not because she thought 
It WHS a good thing but because sho was forced to do 
It Sbe tiicreby acquired an obbgaiion which will 
be a very serious obligation for future generutioas to 
disebirge 1 do not know that India would have 
found torsolf la n very satisfactory poaition if sbe 
bad tncrely estsbiislied n large debt from the world 
to ber, the liquidation of which, at tho countries 
concerned had placed an ctubargo on gold, would 
have taken quiti. a cunsiderable and indeed an in 
definite lime ilnd a would not »o fur as I can eve, 
bare been id n jiosition to obtain payment for these 
extra exports «e are now coutemplating except in 
the form of debts due, nnil in obtaining satisfaction 
for Iboee debts sbe would have been lirgely at the 
mercy of those to whom sho had given credit 

10,''8o That limy have been the situation as far 
as America is coucerocil, but do you think if 
Fnglmd had floated a sterling loan in India for 
the payment of Indian exports India would not hare 
taken up »uiU a loin very largely?— At that time 
tho peoyle of India were j roviding loans on a quit© 
unprecedented scalo for the needs of tho Indian 
Government, and for tho dischars-o of their respon 
eibilities in the coiamoii cause 

10,8SQ Tbit strengthens tny argument — Those 
loans were all required fur the purpose of financing 
the vast exports from India which India was already 
contributing to tho common caose I do not know 
that in addition to tho^e large loans it would bar© 
been losiible to raise further loans 

108S7 You do nut Hunk it would have been 
possible* — It Is difficult to g> baik eight or nine 
veirs and exprees a iiositivc opinion but you have 
to consider the quite un| recedented scale on which 
loans were raised then 

10,838 Indian loans were floated Hitbont any limit 
at that time* — Iiu|>e« loins ves 

lO'-'fl And they were always well sulrwribed to? 
—Yes 

lOSK) If India bad Iren plac©<l in a position 

to obtain for her ©zporU payments in other ways— 

deferred pivinent* t v means of I lani— does not it 
niturallv follow India would hare accepted that? 

— I think it IS a mslter of opinion At Ihst tim© 

the progress of the war wea nncertain it was un- 

hnowii how long it would go oo I think it is quite 
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10 906 So tliat from that |oint of new oar con 
traction would be automatic as tbe market reouired 
It?— Yes 

10 907 On tbe utber bund nro nrould limit the sale 
of Council Bills to tbe actual amount of home rhartes 
nbicb can bo taken for argument i sake as at the 
present moment round about £40 000 000 sterling* — 
Tbnt IS a proposition rather difficult to apply in 
practuc because ne do not go out of business on the 
31st Match, and one aluavs has to look a bttle ahead 
I imiling remittances to the home chargea » to be 
construed m rather a broad sense I take it in 
otlier words you would allow a certain amount of 
operations to adrance in anticipation of home 
charges coming along nthcrwiso your operat one 
would cease on the 31st March and you siU get on 
to the Indian slack season and start the new year 
with all your home charges to be remitted yet thu 
would bo tho season n hen remittnnco operations from 
tt e point of view of the Indian taxpayer are not 
usually most profitable 

10 90S Wl en tt e Finance hlinister makes hia 
statement he says that he contemplates that remil- 
tancea on account of home charges wiU be at a 
certain round figure Ncnotie assuinea for a moment 
that that is correct within £100 000 on an amount of 
40 million i ounds?— I think you will have to hare a 
considerable marg n Heavy payments at tho beg n 
ning of the year have to be provided for in adtan'e 
I tiunk an interest ] ayment on the sterling debt la 
clue at the beginning of April 

10 909 The Finance Minister can estimate fairly 
closely what his homo re<iu remeuts are going to be 
can he not? I<et us take that as a hypothetical 
case —There are other conditions which most not b« 
oerlooked It is to the advantage of India to aioid 
csterual borrowing if she esn and therefore if it u 
] osaihlo to draw from India funds for capital pur 
poses instead of obtaining money by sterling borrow 
ing it IS to Ind a s advantage to do eo We alweye 
budget in practice to close the end of the yecr with a 
aiDimum working balaaic Wo have in practice 


a polcy wluch does not involve drawing more from 
India than u required for home charges in the broad 
«st sense but in particular periods there ore con 
siderabtc sums in hand either for capital purj oses or 
in advance for requirements of the next year Wo 
do not aim at keeping here j ermanent balances in 
excess of what is required Budget estimates nro 
alwavs framed to bring down balances to n minimum 
because the Oovernment of India finds it desirable to 
avoid debts in this country as far as possible 

10 910 In the discussions which have taken i lace 
■n otlier Commissions and whenever the matter is 
dealt with either outside or in tho papers we aro 
all accustomed to speak of tho homo charges amount* 
ing to round about a given sum is not that eof— It 
la so but I think there is very often a considerable 
inaccuracy and looseness outside which does not take 
into account means of ntilising surplus funds wl ich 
may happen to bo drawn from India owing to favour 
able circuffistancra m the course of tbe year 

10 911 During last year tio homo requirements 
were roand about 40 million sterling? I# that cor 
rect?— Inclnding capital charges they were about 
that 

10 913 Tho sales of additional councils hare been 
provided by the CoTernraent of Ind a os against 
enrreneyf Tho gold funds 1 ere hare been invested 
in securities on this side*— Tes 

l®pl3 This amounts at tho prt-scnl day to between 
9 and lOcmros of rupees*— I think it u 0 

10914 Instead of that excess amount having been 
takes by you hero and invested in seenritiev let us 
MuiDO that we ship that omnunt in actual gold to 
Ind a as has been done in previous years?- kes 

10915 Over a period of y»ari?—kes 

10916 And until tbo geld so shipped shall lave 
accomnlated to tbe amount of lOO mill on peunda 
sterling?- Yea 

10917 (CAutnnon ) That raivi a new topic which 
Will probably tale sotno little time to discnit I think 
perhaps wa had better adjonrn 
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Mr CrclL 11 Kti>c» CIl rv-ratled an t furll rr ca»rn nc.1 
1091* (ifr AufA) n-f ro voi .tart may I jn»t Monday The cslmUlion ginn. 4| iwr .ri t a. IWe 
refer to one point you asked roe to look into laic yield on tbe staoJard reverv* waa madv on the 
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finurm for Oie . 

Hio rowipl* lur O'* «M« — 

DivMlond* »■"! di*connt» 
Atciu^A InteTwil on BooJ* toM 


£1.781, IBS 


) t> , on A Um^tio of CIO miHion ■* 

Tho flfnirei for tlie ImU jrar cndoil 30lli 
Sciitein1>or, 1W5, aliow c»rn a Ijfllor 
muH tlio liilcnst Twipt* buns 
£K»,l*00 or in 

Tlio o»fimatc* for I'JCS-ao a»<imo • toUl tnfowl 
rwcipt from tlio rrserro of ju«t orrr O.MXXIO, 
praclicatly 4} for «'*’! 

lO.OlD {CAoinno" ) \\Ii«t fxacllv dor* tU»l ro«cr, 
so far o> ttio aocnnlic* ineludnl are Mn«-riii>df— Va 
xanod tbo hoUtns »om« limo tRo 
10 020 But to what does it apilyf—To th* 
£40 000 OOO rierlinR which it hoi \ fa Vho roU atari 
dird reaerTo, of which the form of inreatmcat eon 
be pat before juu if yon would likn to hsto a state 
tnenl thawing lie exact form of holdins 

10,921 That is the areraga rote of interest donni: 
tho period specified on aU aecurities held m the rold 
standard resefref—Tea, that is to ssy diarounta an 1 
inlererl Tliak was, of eoiirae, only one item of thi 
three fftitors m the roit <ni«stion in regard to whuh 
1 suggealod (o you tliat the flc"'ea pnt before yen 


es of the sketch I K*r« at 
day It has probably Hot 

£1 771 109 )ct been distributed 

' loiffIfS (Chuirwoin lit has rearhef us this mornins. 

10, W7 (jfr J’rtilon) In orj. r tn refresh tho 
aiefnery of the Cuoiniiaiioriera, may I j'wl »»y •* 
th* owlset tint I was draling, whsti oo alpiurnwl 
last Monday, nilh a sucgcslnl »hemo for a gold 
standard icading to a (.oij currency, and my otoset 
in aubmitims that to tb« witnoM lor his consider- 
at'on was to deal with <iuei(>ana which had been 
nJilsiosnl to him by bir Maweekit lladaldwiy, and 
hja replies to those ((ocwtiqna I had alfrtdy 
aicntie»c<I on» or two points, but 1 think perhaps 
(t wooM not bo out of placo if 1 vers to recapiloUto 
briefly what I hare already dealt with My first 
j,aaliiUv* w»a that wo should (\| ilop aU further 
(tiinoRa of riijuww, and (i) falars issues of notes 
should b« gold piohur ooles, cunrsrtiblo into 
l^ld for eaiiort purposes only, such notes 
VO t»» fw’ity eoosoitibVs tubs tuifiees On* 
of tho Rreat objsctiotis which hao boon 
roisrd to the >olii goll eichangs atsndsrd as 
proctisvd in Indio prior to the war was that it 
was copaMo of miiinsaageoirnt, and on# of Uia 
Itreateat detractions from that eyilem was that it 
did not ptpsids for a tomplste cowtractien of rur- 
reory 1/ under a new schema a gnll mohur not# 
ii"l, conrertihls fully into goll lor etporl 


UBceslod to you tint the (Iciircs put before yen is*'”"'. b'*’* i 

Imlvn wria uwtatisfactoTV Uera was first ll.a pW^a enlf. •“«« that, in your opinion ab.^ 

ni thnt those estimates assumed for tho porposea Iu‘rlr rsmors any wnteniiM that contraction of 


uf comparison that tho present escess hoi ling n| 
inert initnl was permanent There can be no doubt 
that they did assunie that Secondly, they oasune-l 
that tho rate of tntereat was 3 per cent , whereas I 
haro Kiien you the fienres taken from our accounts 
showing that it is artvislly 41 pet cent at the present 
tine 1 only took 4 per cent to my calculation. 
nHowms for some dociioo in interett raloa The 
third Item to which some regard muit he paid is the 
eifect on tho future eoinago of silror rirpeee if tho 
rupee la ezplodeil 

10,923 The loss of profits on coinagef— Tho (osi 
of profit* on teinAge, bwause the presnmpiuin is thot 
if tho rupee is going to be no longer onlimiteil legal 
tender, and there M to be a chango orer from a 
ailtor cuciiIatioD to a gold circulation as fir aa 
poaiihle, tho future profita from tho enmago must be 
Mduced Tho actual amcHint of redictien 1 took 
u as Tf ry stsall, and hardly alTcets t^ item of charge 
Tto that SMiaun k thre'k the eiVilnsto ol cost 1 pro- 
vided errs if anything, on the side of mojerstion 
10923 To complete your picture, would you feel 
It necessary to refer to the possible substitution of 
note circulation by gold circulation, loading to an 
increnso in tho amount of gold T«<iuired above the 
estimate?— Certainly I provided notbing sn my 
eatvinato for * possible turnover from notes to gold, 
which would clearly have an adverse effect on the 
cost of the eihenio for prooiotjflg gold curiwry if 
it took place I did not provide lor any coda butn- 
over but in ao far as there was such a tornover 
there would be a decrease in tha tnveatmenU held 
in tie currency note reserve, and tberefone a 
further eleuienl o( east to U faced 1 have not 
included anythii g in mv estimate for that, because 
It was u hypothesis oi d 1 could not pva you any 
figure I could only state that thero was an 
indefinite and inc-ilculnble amount ahwh would vsrr 
according to the judgment of different people and 
whicli could legitimately be added to iba cost 

10 921 Hava you also given aoipa eonsidention 
to tho question of whether a sufficient amonat has 
been allowed for the ixitsihle replacement of silver 
in active circulation by goldP^ — In so far as Aat 
would poetpono fresh issues ot silver, do you moan? 

10 025 kesP — In so far as that would patpoaa 
fresh issues of silver that would mean retardation 
of tho aciTual of coinage profits The other potnk 
I wished to raectiaa is that I have sent nmnd to the 
Members of the Cummiseioix tUvoiigb the Beevelavy a 
twpy of w si,*tr.ciww\tom* Atukine 'w-itki t he events ol 
• h« Appradli 7* 


torirnry wooli no lowjvr bo possiW*?— In •» f*r 
as (here wss strict reaformity wiib fh* theory ibai 
00 the Under of notes in aichangs for geld for 
export the notes were deiirsyrd, and the RotJ ni- 
ported, what you soy would apply, but you eiast 
rtoW lhaV under Vho ssherBC you hwia Mtlinnl 
tiicru Will still bo a reserve known u tba gold 
sUoda^l reurve, aod that Uitrefors it would V>a 
open to the aotherilies, if they deensd it neersaiary 
to do «•>, to borrow freio the gold standard ra- 
serve, and in that w*» luSiMaln the nola tircu- 
lotion For example, the rwourrea held in tba gold 
standard rmervo could be trsnslerred to tho piper 
currency reverre, and tbui it wuiild be poniblo fur 
the eulboritiei to mainlnm the carrenry at the 
sareo tovrl I must thsreforo answer that queatioa 
by saying that in Itsilf it does not provide runpleis 
areurity ou p*(er, there Would still be something in 
the diveretiin of tho anlhorilies I am not imply- 
ing that that IS necessarily a crilieiim of the tchems, 
Uwauie 1 believe rnysett thst on Ibe gold staodard 
as werked in most up-to-date rountrisi, the centrsi 
banking authoritiss have vavious meawa (or rtlitv- 
ing an esreulva stringency that nay be eausnl by 
the export of geld For exsisple, it is opea to the 
Dank to buy securities, and thus to loerstsa the 
funds at tha disposal of tha market 
IQ.fhiff. That ts axwctly sebat my point was Tbs 
anUioritiea have power to do it, but they Dsrer cxer- 
eiBO that power Under this scheme the holder of a 
gold itiohur note, if exihnngo fell and had got to 
export point, would have no authority who could 
caiosny him bis right to tender notes, and aafc (or 
gold for expert purposes Ihere would ba no ques- 
tioa of an authority utilising its discretionf— Thera 
would be no question of aa authority utilising iti 
discretion in the eenso of refusing gold to the ten- 
derer of the note but my point was that there were 
other means of maintaining lbs note circulation 
l<l,92S Just so I add to what 1 have alrtady said 
that such notes would be fully convertible into 
rupees i e . there is no question at all about altering 
the tender of rupees in any way Then I odd two 
aeitiois winch are rtally used more for exjdinatory 
purposes than (or any other teavoo, and vehicli 1 have 
called (u) mid (fi) (a) is "For tho purpoees of 
thia seetion it shall he understood that * export * 
means gold shipped from Calcutta and Bombay to 
Xondon ’’ That is important, because the point has 
been raised as to what really docs constitute export 
I do not know that we nee 1 disiuss that very much. 



3 March, 192& ] 


MmUTES Ot EVIPENCB 


25 


Mr Cecii, H Eism, C B 


[Coti{tniierf 


mi>de in tbis country Ilia ordinary transactions in 
Indit differ so muUi in size from the cash payments in 
this i-ountrj that it aould ho a truer analogy to com 
puro the position ot the rupee ti the aoiereign before 
tin. war or the £1 note non — ^es 1 think that u 
absolutely true I tind uivscll in coispiete agreement 
with that It leads one to enqniie ehether there 
IS any meaning to lo attached to limiting the 
legal tender quality of Che rupee if for all practical 
purposes the rupee is t,n>ng to go on os unlimited 
lci,al tender nfUr the deilaration lu the same way as 
It d d before I think very largely we are using 
words which when analysed do not hate any proper 
significance 

1I,0CC In fact, the rupee must be regarded rather 
as a unit of currenrv than ns n Irartum of ttmencr* 
— Absolutely 

11 067 The true amlogy would be between the 
4 anna and 2 anna piece — the subsidiary coins m 
India — and the silic' coinige in this country® — 
Certainly That appear' to he admitted b» Sir Basil 
Bhckett, wlio at some stnge in hia eridence said, 
‘I do not think there would be necessarily anv 
large reduction in the volume of transactions still 
carried out in rupee* ” 

ll.CNis To turn to the question you were diiicussing 
just now with Sir Burshotarudas Thafcurdis as lo 
the sterling etandord or gold standard, I uiider«taa<l 
fiom what you said on Honday that you are in 
fsrour ol linking the rupee to slerhag and not lo 
gold?— -The rupee wa I eniisage the position wout! 
be issued by Government in exchange for a certain 
number of grams of gold In other words, the 
tenderer of gold in India would he entitled lo 
acquire rupees at a fixed rate In actual practice 
for purposes of quoting exchange, the quotations 
would be in steilmg but I contemplate that tlie 
rupee should be linked to gold and net to sterling 
111 the sense that the Gorernmeut or Bank charged 
with the duty would be under an obligation to issue 
rupees if gold was tendered to >t The guestion of 
tenders of gold to the Bank or the Gorernment, as 
the case might lie would no doubt be inCueuced 
Lr the police adopted in the matter of sellicg rupee 
exchange against gold exchange In other words <t 
you ns<iiRie— as I am disposed to assume— t've 
idcnfitt of gold and sterling for all practical pur 
poses the disliiietion between the two ceases to be of 
great significance 

11 ocg I do not tbink you bare made your posi 
tion entirely clear \ou say that Gorerntneiit would 
lie under an obligation to give rupees for gold but 
you do not make it clear whit obligation Govern 
mcnt wouH have to give gold or sterling lor rupee- 
or ?>ote9 for foreign exchange purposes? — 'I am con 
tcmplating in these other Memoranda that if the 
CcmmiesioQ consider the time is suitable the Got 
eniment should undertake an obligation — Wilber the 
Goternnient or tie Bank— whoever la charged with 
the duty — to give gold or gold exchange at the 

niiprojinate price fhr local currency without limit 

if BO required 

11 070 Either gold or foreign exchaugef — tt fbe 
option of the Goiernment, hat in practice I con- 
template thit gold exchange would form the ordinary 
vehicle for adjusting a temporarily adverse balance 
against India— the object would be cooTciiience and 
cccmoniv of gold 

II 0~1 kou are really m favour of a gold standard 
and not a sterling standard?— Certainly 

11 tva I Tinderstsnd from what you bare savd vo 
Sir Pnrshotanidas Thvkiirjv* that if sterling broke 
nveay from gold again India would then hvro to 
choose whether st e followed sterf ng or foffowed piM* 
— I think that would introduce a new factor into tbi 
case which would necessitate a consideration bv those 
clorged with India’s interest of wciat licr curreutv 
jHil cy should 1)6 That would be a world factor of 
a momentous cl arncter which would I think neoe«. 
svrilv imjKise on the tvspoosiblo authorities tl-e duty 
o' coiisii ring in what direction India a loterests 
lay It would not necessnrily follow things wou’d 


automatically go on as before, you would liave tu 
consider the question of altering your rates in a case 
ut that kind 


11 073 It would be a very material eonaidtration 
would It not whether you were legallv tied to tier 
ling at that time or whether you were legally tied 
ti gdldi' If you decided to remain with gold you 
need not take any action at all you would oniv 
need to altei vour law if you decided to foUcw ster 
ling Thit would be a material factor?— You woul 1 
Ind tourself up against this position In a situa 
tioo of the kind we are contemplating at the moment 
tbero would have been a depreciation of sterling 
You have got an offer out, under this scheme we 
are no* discussing to give gold at a certain price 
or sterling exchange at a certain price without limit 
at the Government a or Central Bank a option If 
the sterling exchange had depreciated you would fini 
yourself pressed uith a deiuaud for gold m order lo 
maintain the estibli'hed ratio, and if you acceded 
to It in principle either by giving gold or appro 
pritUly increasing your statutory rate you might be 
faced in conditions of that kind with tha possibiliti 
of sutferng a serious drain of your goll or gold ex 
chnige, because specuhtors or otliers might form 
the »je«r that the departure of fterling from parity 
nos of * temporary nr ephenieial nature and they 
would aim ut making excessive outward remittance 
and become holders of sterling, reckoning that when 
sterling returned to parity they could replace tl e 
rupee at a profit ] think if a situation of that 
sert arose yon would have to consider your position 
11 (>''‘1 You do not suggest tbit if sterling depre 
ciaied tl)« giTing of sterling instead of gold would 
discharge your eklig-itioos YVben yon said you 
would glee gold or foreign currency, you nicant 
foreign currency on a par with gold, did you not®— 
Yes, tliat IS wbst I mean Is other words if you 
decide lo remain on gold you would be forced to 
alter the price at which yon would h* prepared to 
sell sterling exchange 


Il,Q7S Nalurally, if sterling broke away, and 
we reinvioed on gold, the sterling exchange would 
alter?— You would have to get your offer of etorltng 
exchange on to the tines of gold parity of the rupee, 
you would have to alter the rate with reference to 
(be discount on tlerlmg in terms of gold 
11073 Yly point is, you would not require to 
alter the law if vou remaiiied on gold?— No 
II 077 YYberees if you ore liiikctl to sterling, and 
deevve to go ou to go'd you woul I have to legislate 
to do so? — Yes 

11078 Undir (D) of your Yfemorandtiiii 
ho 3 vou cav ‘ It IS well understood that under 
the gob] evdiange standard the emplnyniciit of the 
gold reserve in connection with the sole of reverse 
Councils for the support of exchange,' etc , " would 
lUVoUe ncornvpontirn, correnev contraction That 
result would only follow if you maint'imed the tot il 

of the reverve intact bv locking up rupees in India? 

TI at IS so 

11,0^ Is thvt what you mevn there?— That iv 
what I mean — that in so far us you utilise sterling 
awele in tbvt gold stnndird reserve on this side 
to meet reverse drafts you would have to place in 
a vault in India the rupees corresponding to the 
amonot uf sterling withdrew n 

II («0 That IS assumed in what you state here? 
—Yes YVhut I mennl by that is that the authori 

tves vonvtTwvnt, with the polics and charged mill 

working tbe scheme understvod that the sound 
employmeat uf the gold standard reserve doen 
iBTolve knnguig about u contraction in fndia corre- 
spoading to the reduction in the reserve on this 
side an I the idea I had in mind there was an 
answer to the suggestion that tlio cold excliange 
standerd a* worked properly was defective in com 
poTboa with the gold stanJaril with a gold circula 
tion, wbelTva 1 should take (be view which I think 
bos been held by msnv writers, that the syiteoi i* 

jiui as automatic in its “f **** monev 
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supply (s the strict goM standard, although there 
IS no gold m circulation nnd no nrcemty to tnore 
gold bicWards and forwards between the two 
countries 

n.OSl I wanted jou to clear up that point, h*. 
raiieo 1 rillior gitlierod Irom something you said 
that yon wished to relax the contmetion for fear of 
ciusing ezcessiTc stnneeacy in India*— 1 bar* no 
■Usire that wo should depart in our practic* from 
what the dictate* of strict theory renuiro AU 1 hal 
13 mitid was that it is con'viTallo that yon might 
I are to face at a particular time the qanlion of 
whether strict rompl.anee with theory meU not 
inflict an injury on an interest wider eren than 
exchange hor example take the case wh.th 
occurred in IKIO, and which u dealt with in the 
raemnranditm which I hare pot in to yon The 
nntlioritiea held at the lime that further ennlraction 
wax not consistent with tho mainlenxnco of India’s 
trade interest* in the widest sense The choic 
therefore, was between imposing a fuHher drastic 
restriction of currency, which might hare driven t» o 
nioner market rato of discount to a phcnomonallr 
high figure, nnd letting U,o excliantc lapse for the 
time heiug Tlie authorities at that lime felt that it 
woidd hare been contrary to the interests of India 
to bare supported exchmgo more than they di{ hr 

imposing additional contraction I only snesext it is II.OSS Tm.'- ' VT''''’ of I 

conce.ruble in the circumstnneos of Indoor .he 

” that TOO might oooilion m the ‘.’"’"’J *■»*' 

'• faced will, that iwuie sgvn Vormxlls it oogl, 


lo oe well undcralood and rc<s.gm«d that tWre shofil | 
Ti* wulrxelion when rerersee are sold I 

'A '■'"1 ‘J'”''" "•'‘h duo formality 
11,082 1/ you found that the following out of that 
principle and the strict application of u caused 
lerere stringency in India, would you let the ei 
ihangft gof-Thero are halt.way hoiui-* ihi* 
matter, of course A« long as you arc f repor.,1 to wM 
roiir gold ezeliango at the proper rate without hmit 
i!"“' 69. though you 

would not hare elfecled the eccessarr eontractioa 
iiimiedinielr You might he alio to giio the hanks 
a .omewbst Unger time to draw m the currency 
which would be Kt aside at a lemewhxt later date 
I had in mind for instance, the denerv, which ar« 
srail-vhle in this country, for example, for irliermg 
money slringenee m connection with the Rank oi 
hnsloud* operations In a cerUia sense thu has 
a rough analog to that, in other words I think *e 

mdication th.l 

"S'* *• 

;;:d‘ '.t 

alteration of the rai^ i*'"* *'9“"**y en 

from the U°Lf V.thiYotrn^ >»><«- 

in Indi, where xn imolrtl ! 

"rr™""* '“UT 

th» rbr™.'”;, ““ 

ut " 

IS under the tuntrol , ,f"* T"""'® 'tructure 
mil the eaih is nierel^".!. v ‘'•"‘‘"''K organisatioD 
credit ^ »bich supports the 


...1 „ d.!„J 1. j, j,„„, ,b. 

Iwaxtiolgoingintoihai , 

>.U would Jo fimirn".?. SJ 
thil k if ssintilxr enxis nriiw I .1 n..i I . n aro««P— I 
firm lexolre to effect ^Etr”i on^n I. I 
with drafts sold ■’’Binst the r.~, rr ” 

sbonll require “ ‘ ^ 

shall hire to th- 1 . . *9 

or whalerer ,t m^h;’’?,,” , - '> r>®r cent . ■ 

aider whptliA^ r i, * ixiifd tren hare to cun* 
«hch obriousjy, iB^thiM^o'ilj*/'’* rereries, 

■■anmliate hose of tl e o.,/ '‘dUiofis wonM mean an 
'k” t.ko«ld 

thigrriteel lovMlloett. t ''’‘’•'^''’‘‘>’8 m India to 
oh^olnlely ful* eji,, , " '} '’^ivxarily to tho 

ef rererie, the un w! ‘lesileralej Jy th* ,»Ie 

.'"“•js,:*.:',?.'; r-ir r“ •"■k"'-- 

f««ard as a Uj>,c from frsnllT 

viituTi-rf 

‘ ‘be exchange goLr f*'""-* «lher than 

TO* n* hone ef .1... . 1'"“}"’" was such that tferu 


«^®b8i.toMh;.e.uaVr,,i.,.. - -- 

h;K"of »“ th.t*tfe4 

• axonafomeaxurooriimo Jri *“*»>» » 

fall >0 eztereal jricxs I s^, ?tT*,7 ""J >**60 

‘ » >be eomloxion ,n n.-' _ “‘9’’ prebshlT r^m. 


„ v^,., 

KiTrsee at f),* proper rale **’9 of 

Tl-. 1 y.'® a« hard M should 

. •mount t d„ nnt "P to tho 

" .oSl' C ' 'k" k«.b,S i r,t „ 

„ " bs'w to form a ii„t • ‘hink 

the idiri®^ '’■''■“'■uhr^iji^b ir’'' "f 


S';;!??; V7 

':?9‘ m'Cbt poss.bU haru T that 

brake on 
‘urtain 


'« »*Io of rexenos i 
ur> *,p„. ^ 

®e to son 

o fall of th, Indian exrhx«». "* * 

"J* Cinng It 


11 0'3 Do i-ou mean that if ih 
curred Ton would lake a «n,i, 
rerse Coands at tl o fixed rate 
had broken away? That 

.0 euggest? — T •■ • - 

it which 




•“Pport. arm thxt tha'l^wf* » oertstn 

-TH..^ h.a ’n&y^" >f .10 

*cai«i,a,^",^"^''^"j'l[*‘9 crallv two *.,fetT 

89 •nd tL other.'* 

iC •‘•''^iutely hand In hnnrlTnVn^ 
th.n« ^TdeaU 

«:ris 

k’ '"‘liklT 3 " 'k» 

>9 c»ntraeUon required^ ^ """’bet 

SL^S. r 'binfc T aoo wlmt r-». 

*r* ^ r ®"9 point RoulJ f """ } 1“^' want 

O'* — 9T«» hr Kgixlxiinn nr ,<• i f *1 o 


at which reverse Coun “L „Vr2^u‘'®’’,^lM^?,r^ /" on* point Roul.rfn?"" I"-" want 

whxt different from tho nne^|,ntf ^,7 ^ Z’'®* bv Kgixl-,i,n„ or wniiH 9*® 

ciion a Inpa, nt,,igaf,nn 
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if Tou rcnlly felt it waj coing to bo gonorall) •nfone 
able, anil that tho n<y>i] for giiiRg canio relief Bould 
iwt pr««nt itself, patsiblj on the firal orcasion 
when }ou had to resort to the ralo ol rerersea \a 
an alCemaJiifl to IsgeJation of course tou could 
haie n firm announcemtrit of iirinniilwi aas bv tho 
(ViinRiueion i( it took that view and aubsequeiilljr 
by the authorities in Indi^ in the lonn of u leaolii 
tiOM or ID aonie oilier nm They iniRlit make •» eletr 
that they mtiKiused it as an oblicalion to go in for 
;>iri i»mti cnntrartion ind then tou nouki bate 
to Uato It There are oielhodt Ws* rigid than a law 
for firing effect to this eonoeption metbods with 
which you are familiar It it a difficult tiiieUion to 
know whether you sheiill znaka it a legal obligaum 
}» India Ixxauso I tl i nai kizoir t! I am wToag m 
rayiDC of this country that atUioiich tt « ebrious 
that if the Bank of England losn £| 000,000 of got t 
there II aiiioinatic contraction to that cstent the 
Back of I'ngland hts inetbods by which it eau eomo 
to the asji'taiice of the oiarkit and I think if you 
made illegal in India ay tho other melhoiU of git mg 
reliet do riot appateniVy mat there, you michl l>« 
tvmg yourself up rather more than you are tieil op 
eien in tine country { f««l innva difficulty on tho 
pniDt as to whrtber ii should lx. a li,;a) ohhgiiion 
or a firmly enunciated to «arao other nay 

On this paint there ui ono thing one ought to >i\ 
and whirh I hare t-t>d >n this other memorsodum, 
and that is ihnt in the past wo hare recognised a* 
quite an ordinary thing tho meeting of rerorse drafta 
from aiirplua Treaaniy > slanrcs on this side In to 
ftr ns that la clone t'^ paymenta made in India tor 
thn rschango «oll go into the Ooiernmeot deposiio 
at the Imperial Btnk tending Ihcrchy to loeresso 
Iho public dcjiosita and the hanks cath ratio, and 
thus to that ottont niikinc rather hr ei<o m Che 
maiket when what you want it to stiSen rate* t 
think that the policy of meeting rererse drafts from 
Troviary btUDCOs, which lerolros no obligation to 
Mintract, raa defeetire 


11 It la surely quite clear that meeting rerorse 
draffs from Trsasiiry balances does not inroire any 
eontraetion at all?— It is in a sense a peiitieely 
espaiisinnist influence in so far aa it tlrengn>eas 
the rnsh position of tho priocipAl bank I think, 
therefore that that policy was wrong I am alM 
of opinion that JO the pnst we hare, perhaps not 
had nufTctent recourse to tho discount policy m ihia 
ronnection flow far the discoiint policy would bo 
elTectnO lu the circumstances in Itidin is I think, 
iiry arguatle and It is iliscussed in these papers 
but certainly one ought to cull id that srespon to 
ilio m-iaimum possible eateut One should definitely 
tctoBDiMi whew rererses are Iwvng sold that tt i« 
ii|> to tho principal banking authorities lo do alt 
they can to work hind in glore with tho eacliango 
lolicy, winch has not nlHays, I suggest, bein 
Sufficiently recotmsc 3 in 3be past 


11 (tftf U has been suggested to us by many 
Witnesses that we should mako the system "fool 
I roof " hr making it n legal oliligation to contraot the 
curruicr 1 du not want to I res.* jon on that if 
you cninot giie an opinion on that proposalf— \s 
I sar, I iiclmo, myself, if conditions reuuiin 
us at prrsent to fTisoor w few. awonttufiCTaent 
of policy in some other than a legal way, for 
tho leasuas 1 have gtr«n I think in this CODufry 
there are methods of easing the situation wbich 
ara not open lo «» IR India, and I think to ought 
to giro (ho authorities charged with tho mainlenaicw 
of excbnn|.o somo mens irs o! discretiou ns to the 
pace and intensity nith which they tmjioso 
lOPtraction The matter would require furtlier con 
siiferution if control iv inado oyer to a Central 
Dmk 

llOOl Clnimon I have one or l»o qiestioos 
on that very interesting issue are contemploting 
a state of affairs in wl icli a coiitraefion in tbo 
currency jiriidnccd by tlie normal opc.rntion oI a 
has/o t rorisioa such as this might profn^ a scarcity 
of credit ubith m>ebt l-a dangero is?— »»» 


11 052 Such conditions are allowed for in currency 
syctetns which are familiar to us under the pro 
tlaioiis of the btslutes regulating the central bank 
by « meclianism frequently in the nature of o'l 
expanoion of tho fiduciary issue on special ternis 
That IS a method of aUorialing the conlrnctioii 
according to fixed ruh* laid down by the law, and 
uiulor the conttol of the bank of issue — tho centra! 
bank On tho other hind, there is the alternatiio 
su^tstKiW that tho alien ition slionid be left ta ll u 
autWriiy iit control of tho gold etaiidird reservo 
anworduig to soioo general principles which ara 
delinoil hut out statutory I undorstiind you hesitnu 
t4 pronounco an opinion as between those two as 
to wbich IS tbo nioro appropriate far Indian con 
ditiqnsf — £ was not to much considering tKe 
afteroatiyoa or regarding thirn as mutually exctusire 
kon might, 1 imagiie hays conditions in which the 
right to expand tho currency on terms would 
eUlScicnCly meet the cnio lliu kind of hank of 
issue, of course, nhiah I iinagine ire are contem 
plating new, is that which has a proportion, and, 
ordinarily, a fined propoTtioo, of the total issue 
against lerestiuents, the inrestcd portion being 
capable of inmaso on payment of a (ax 1& SOBc 
fortu or etier Take a case where (he metalhi' 
t^tventago baa to bo id pet cent for the purpose 
of an example Tb» lots of gold la a case of (hat 
soct ineana that you hate, |0 any ease, >/ yon are 
to uiaiPtai" your proportion, lo reduce your total 
issues more Uiao hy the aeiual aiaoust of the gold 
lost Tfiero would (bereforo he, jq any case a 
lertain strain 1 take it In tbe caio of a ecmntTy 
like fndit there would he a certain strain Ihrougb 
the enforcePieni of that condition, becanse there 
a return of currcniy from upmountry leemx 

10 lake a long Ume kou do not get tbe quirk 
setponso to tlm operation of tho hack xaUs that 
you do in this i-ountry lo lo far of course m 
the method that you are suggesting actually replaces 
credit to Ihe extent of (be method I waa suggesiing 
in answer to Str Ifegiaald ^fant just MW, in so 
far as the two ihingt wr« equal, one wonfd be past 
at efieiliro a meVViod as the other, becauso w« srn 
concerned with tbe total amount of credit acaihhle 
at a perticulnr t*nie and in so far ns the amounts 
were eqoai, under either method the result would 
be (ho s-tino 

1),C03 1 was lookius at it T«tl>er from tb® point 
of eiow of the best adminittratiye machinery It 
niiglit be aunl that in the case of one titernatire n 
yital matter at regards the working of a currenci 
system was hoiBg left wholly at large and otoolutely 
at tbe discretion of a certain party, so that the 
genera) public and tbo tradiUS cotauiiinitj could 
never bate any rertainty as to what action would 
bo taken under any given circmnstaupes Is that a 
pra<(<cvbfe or a jesirvhJe schooio for pensaneDi in 
corporation in the currency system of a connfry?— I 
think vt IS not really in itself desirable One must 
of course, envisage the possibility that there migtit 
lonieiivbly be a period of weak exchange without 
t^ bank rates being necessarily at a very high figure 
jn India Thtl hfls hnpPCTiisd in the past, aiid even 
dunng the period ot 15130 the bank rate was at 
cevWkU lwa« dav:* tn 3 per cent The central finan 
rial aulboriliev might find themsclies m a position 
to increwKU tho curroooy without any penalty in 
Indivn (xmditions I think that is a point wbjcJi 
requires some consideration because we bare hail 
experience of cases where there his been a temporary 
• etkeniDf, of exchange, yet money rates lu Ind a 
were comparatirely easi and tbis particular pobev 
of the fine would not really be effeetiie 

11 f»l Berause there was ctill a margin you eouH 
let out? — kev I think also there iv the other possi 
bdif that the banks do not iiece««r'lv aim at Iceep 
iDg (beir banking ratio constant ntd there is also 
possibility therefore, which 1 suppose exists under 
any ovafera, namely tb=’^ th® contraction of credit 
desiderated by the central banking authority i* 
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capaWc to lome oalcnl ot Veiog countcrri Vj 
otUr UiiJing aulhontics rwliiciriR Uio pa«h proper- 
tion in n'liii.h they rondiitl tl oir bii&iiioiji 

11, COS \i>» Xi> doubt that IS I omiMo in a rountry 
«||U n hicbly-<loTcU>iw<l brtnbins sjsleta, bol is tb't 
liteU to ersata a v ttutical iMFioviUj »ti Indian 
iiirrrncy problems* — j*ot m »o far as you hara not 
got in India tlx* notnork of hnnking organisatiena 
that jDU Imc for ciaiopb* in ibis country 

That rronld rather point to tbc disirability 
of iniproTing the orgaiii->atioii of tb > Indinn bsnhtng 
ryitein in relation to a central bank*— Cirtninly 
11, C7 I bare one or two olber subsxlairy qiles 
tions When you mn drntini>nilli tl >* pro|>o«n) that 
there should be a i^til currtner, as joti discnbo it 
as an cxcrtitinre, rnu adcanceil, I thiak, as the 
principal practical aTKnmcnt tn fa\oMT of it that th« 
gold rains might I e snbstituUd for siKer in Ihn erint 
of the price of iili'cr rising aboie the Uniting point 
of the nicer rupee P— Thai was ecrlainlr onii aspect in 
srhuh the pruposd might CtincOiiahly bare some use 
on special occasions 

II (X>$ I wnnW to know wliillirr, in tiea of the 
(mail painients that nould lie rommonfy require*! 
you think that really would ho of any practical 
aasistaiice m «n emerpeney, an I rclieie the roTcrn 
nient from the necessity of dealing with Ibo ailuation 
eitW by leascTunB the sdrer rslue <t tie ruies or 
!•} taking some other «ar*«’— I do not think it 
would he in it-self a complete remedy, but I irrsgtiic 
It would giie some kind of relief Satarica could 
paid in that way to some esieiit, and raiSwai (ar<« 
where usually a considerable number of ratKws are 
inTotred Teu might be ahlo to cet s ii»e relief there 
as has in fact been dona on previous occasions when 
a considerabla amount of gold was put out Cold 
would also ho nrailable for securing Uie inicmsl 
canrertibiTitv of the sete 
11099 Ton raeoRiiise, no doubt, that ahlou'h U 
mishtlie an alleriitien it svouM not be a remedy! 
Oertamlr It woull onts* b« an nllcrralion 
11,100 (^ir Ifrjsindcr Viimiy ) I gatW vou as>d 
von night lie in favour of a gold sUndsrd aithuut 
ICoM eeina being actually in cifciilstion If anrU a 
atandird had been in esistenca in 1090 how would 
you have eet about (ontractiBg cnrrcBcrV— VTc are 
poatulating for the tnomciit (hit ssv * ^ ratio 
was in operation, or somothins of thst sort 

11 101 Tee*— Tou would havo Lceu untcr an 
ohhgatwu to give gold from yoot tecewes, or gold 
•tehange from your reserves at the npprepriala 
price and you woull have had to Iwk np or deetroi 
Toor notes pori jwsju in India tt thst time of 
ivui-se, sou would have found yourself expoaed to a 
Iremendmis demand for gold and gold exchinge 
especially on the part of persons who felt that you 
would not l»j able to maintain that policy for an in 
definite period and who wonld imUcipatc that after 
)OU bad abandoiiMl that policy the rupee exchange 
would weaken, and ther would ho able to replw 
rupees at a profit Ton would have exposed yonvwU 
to the risk of wry snhstantial drams on yoor reserves 
Too would hsie also come up against the diSicoJiT 
■ oncy proportionatefv wbirb pro 

involved continuing the dram on 
use you would not have reoiored 
from tho market currency which cowU he oZered to 
Tou in demand for gold or gold exchange I ilu„V 
m the circumstonces of lOM ,oo would have had to 
abandon that eort of policy pretty quickly 
11 102 It would not matter wlelher veil were ei 
n gold standard or a gold exchange standard in (base 
couditvoiis'’— If one accepts tho posiiion that the 
adjiiHinent of the internal price lei el m Ini,, jn 
the external price level could not be efrccUxl with 
sufficient promptness I think one has in accept 
that view Of conrse there would be the aiH.im„at 
demands which might come on you from the I dlert 
ot ho-iried mpecs which thev would expect t» h 
alle to replic** to a |,rge extent later on 
n IIW (Sir Purs/ ofonija, n<ili-rdo, ) In reply to 
Sir Kecin il I \I >ii* rnn «nid owin'* to th* •.mn’l j c 


nfo wonld 1 


mentt to lie mado in India by the masses you c* ii 
(ihrel It ncnsiary to re an! tie ruiwui u n unit 
nllier linn at n fraction of currency* Ie< 

II tot 1 cr thfr same rca»in do j ju aWi mcjiJcr il 
n cessarv that tic rujico »!«*iit! 1., regard ul as tic 
etindard nnit of India'— lly the standard unit <1 
Wou piran the mam medium in which transicti n* 
ere cnrricd out or aa a rej res. ntatne of an 
imagmarv gillcom of so many graini of g*!! 1 whnli 
d >cx pot ettst ' I rv^jard tlr rni“v* as I,cin2 repr**- 
senlative of <v rerUam niimlwr of gfain* of g kl 
II ••l.i And to tint extent the rupeo i» the 
standard unit of India until you adopt s no g iM 
coin*— I iilil yc«i adipt ai me other unit 

11 TfV Cm vou tell me of any lountry whuli has 
a him com as its >tan Isrl mill* -The onlv rase* 
wli-li occur tl mi* olTlianl ara in fnropc tl,o five, 
fran. piece anl in tnicri a the silicr slnllar I 
thiik I am ridit in riring that in Ih.* Plraits 
s.ttlenoita ilm u|iii,!,r.| unit is lie dillar, wbi.h is 
a eitrcr coin and which forms the vehicle of hii.,n*v. 

^ '''■ ”'“"lra wnl uhuh n kept 
slahle with gnb| rxc!ianj,e 

11 l«7 The .dicr frntc of Trance and the ddlar 

of Aincrua are III linger being miiite.1 in fact bv 

tatulo thev iiara stof j.ed minting these eeins*— 1 am 
v.femiR to comliiions as lUv eai.ted la the past 
I Miagiw mw there oro no,e in Ira.ioe and the 

*'7 *" “ «'*"» * 

■ Tie nearr.i ana!*Ry ii the 

•liver dollar in iho straii. Vltlements sri leh la Ilm 
• lain vehiile of b isiiwxs there anl Ibo eorrcoiy m 
whach valiea *,o .aprrssd goll doe, not eirvulalo 

cn Mlr«r or on 
r >M Iwaiici the value of the 
ttalk with gold eaclarge 

full valuu pue'— 


ColI»-'n. 

'ilrer dollar 
11 109 Is that a tokrn 
\ i iken coin 


uvln einrwa P«i«ro Jiuvo 

nwivl this iiiri, ,1 r **' Fccotn. 

11- ./ 1.,!,',, li;'."::;"! “ ■" 
Kf-iTiST" "I- 

*f Winess and as r I >‘ls 

Miind It “I'd tradition 

tho ru.^ aa the sla'iKlnr ! 

foIl'“le^al'temro^Cuihu*l.n,?^^ ''I' ' 

Inropsan countrifis m,, i,,„'" V . *he 


t has hern 


u r;,v ^ -.-i..5 .. i,... 

JIU3 I, 

time ‘ —About the samo 

”1 n-i™- 

»-'iinipd onlT ,n itnfrIiml'Vl '’{"'ll ‘1 I-" ■>— n 

'r,:kr - r™-” 


meinoraiwlum nriw«o,r. .1 

•a a continwatioTi of the eot'r that there 

That IS m ® exchange standard'- 

ll Il« Tint „ nerexsar* 1 
son of it»— ^ "* ** correct npprclion 

■•eB!oMiilijo*',iy,” are expressed m this 

not oBiual op„ oiiC— Corla opimons anl 

o inions expro*s vl hph -. 1.. the vanoiis 
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inJitivlual bath harii^ (he gTty oD moner up am! 
<'iiiru tl e eountr) iliJt ae are familiar tiUi >n 
i-ouDlrii.9 where tl e b-vntms organisation ts fnli} 
developej Ic wants somethins besides a central 
ban); to esutli h perfect central banlting conditions 
II 131 The diilerem'es between the conditioni ol 
the Imperial Hank and tl o^ of a tr| irat central 
hank are rail er empl \si«e<l by the nnnitwc ot 
the lormer and that •- <]« of lU busioess In para* 
graph 2 con make the interesting engs^'tioo that 
the creation of a central bank would presnuably 
iBcoIre a eplilling of the funcliona now di*rj argeil 
be the Impend Bank* — Te* 

11 132 Could cou expand that and till or »ha> 
species of transaction you had la mind tn rcternnk 
t a eplittjir uf tbe fnnctiORS* — I slioold ecdeacour 
u get rid 01 the fin band relation le-tween tbe bank 
and tbe trader, I ihoiild aim at a i-ni iilion in whnJi 
tbe hank was primarily a bankers' liank, and the 
distnlntinn of credit famlities up an 1 down tbe 
country in eo far as it afected tbe indicidiial was 
in t^e bands of aome bank or banks other than the 
central bank 1 do not think it is a snitalle || i(i>, 
or a belpfnl thing for the sati faitorc Iniirtioniog 
vl a central bank that tbe bolder of tbe ntiiniate 
leverces of the country should itvlt be tl e TcbicU 
through which credit is dirwtlc rusde aeaitaUe for 
firms and indiciJnaL 

11 133 Do you tl ink it u po-aible to reconcile the 
u'eful fBucuoBs of a true central hniik, which m 
reWes tbe neressitr that it should he looked on as a 
> ankers' bank with other fonetions wbteh na* bring 
It into competition with other hanks*— I tbiok it is 
sndfsirable to recognise aucli a citoation as a snitahl* 
line of advance 1 think it is rerv d -siral le if 
things are geiag to be dereln e| m India on the 
right lines, that the > roper sm] e of a central bank 
alionld be clearly defioeil and that it ahould no* 
mil ide fuDctiou which arc' prot er to urdinare com 
mercial banks 1 think it vonld be dtfScult to r*> 
rnnrile the discharge of tie two duties by one We 
with sound roni,-c] tions of lankiog (olire 

11 131 k, I understand it that is chieCe becauee 
1* year ctntral bank is con tnrting gener-il coDieemal 
I iMSiss in runi|wtitinn with otlicr haiks it eon 

rer be regardcsl be thosv other banks as tbeir 
I inker freelT there tn-iy le siL<picion and jealoosv 
• 1 1 h wo<i1 1 militate against the efficient working cc 
lie STstemP— Certainit That is a very important 
aspect el tl e mittcr 

11 13o FroBi another point of new, m vnnr 
opmion M apse such orgtnisalinn as t^ ImpensI 
Dank necessary in order properly and rapidly so 
dereksp banking facilities in InliaP— kes I think 
It IS most loiportant to preserve la the bands of a 
bank such as tbe laipecial Dank tbe work of pioneer 
ing tbe development of banking up And down the 
country as it has don* >n tho past I would abo 
attach some importance though I do not know bow 
far it would be c^nlial to having that bind of 
business in the hands of tl e twople atm tocni to be 
very familiar with it and who have doue it verv 
eatisfactorilv during tbo last few tears Tbe 
Imperial Sank has been the spearhead of bankioz 
development up and down India and I do col siippoi<c 
any other authority in Inlia cooM approach tieia 
from tbe point of new of inapiring confidence in tk” 
polcntiat depositor whose funds we want to attract 
Tike fact that tbev hare been the csclusire bankers o' 
Government m recent years bas given tbem as eX 
— -klional cachet in that sort of bn mess 


won?— 1 line toil iderosl those lao alUrnatnos, aad 
1 find aomo difficulty ii chooiii^ between thim, 
because it ta mainly a qiicstnn aa to which of these 
two banka ahonkl carry the name 1 ou will have two 
banks, one dutng commerci il bu iii<«s and the otU r 
centra! banking business sod one will U. tl>e Imperial 
Bank and the other will bo sonclhing difTcreot It 
u aqQSatiuQ.o{ whether lU res. no bank ahoulJ have 
the name of the Iinjivrial Bank or wbetLor ti e com 
memal hank ahiuU have it llith regard to that 
there ocwni to be eomi a-lvant igvs on each side ai J 
It wook! l« necessary to cLuewo Wiween tlietn k rum 
tbo point of view of the gineral public who are 
familiar wulh the Pam* of the Imperial Bank anJ 
from tbo point of viewr of tl c work th, Imperial Bank 
ban done them would be wime u! \ loui alrBnta"r ii 
letting the bant which is goii g lodo tin ciiuiiiirn lal 
bimincss and the piota^r wors ban tl e adranlage of 
tb« name and of il e g.»yl« itl a«v.'iii g to that n-vme 
11 1®^ Do the otltr Hand tnig’ji it b« m I that 
the name of th* Imperial Bmk already commauK 
great wutliority and that as we bare alrca la roco" 
It u of great importance (ha. the confidinco „f 
tb« pubic jn the nut* sN^ill oe eticouragid and 
tUrefere if the note u to be a bank note there may 
U ^drantage in Wing Ui* nam* of the Imperial 

ion ^tb tela la tho other dincticn Whether it 
to a dceuire point la favour of laauitaiiiig the tile 
^ iBi'enal lor the central bank 1 am not 

»♦ >»ued by the baok which will 
in 'Btare ,od will be 

I,™ “ *; 

coufidepoe it would trtAvwbla snr^t ^ ‘'i * m ' 
tbronghoai th* eonatry' witho it an ^ir “■* I 

doced with care ^ad wiili nc/fvkn* liitr^ 

P«r>le feneraDy tnowinc thai^.i w^^ '''’““S’". 
bwnk wttb whwb th. thavVniUt d 
baUuces would have confi le.m,, .IT 

to give security to the user of the not. * 
n 13? In dealing with thw remainder nf li. 
memoraBdam, I understand you would l.t . 

remember that in future n chnnld ‘ 

it on two hypotheses (a) that tie fn,** 
continoes with something similar to its ll'ik 

tion and (i) that ,t may bT^lit 

wiD be "'wary to ascertain ib* apphcit.on 


II ItO In sub-paragraph (3) psracra. K o* '* ** 

«:t.ng ou tbe hypothesi, t,Te 

your mcmorwaduia u based on that . 

duU rharwcler which the Imnenal It.-v’'"’® ** **‘8 

if without any substantial cUnge bem^ 

functuiiu It were entmuteJ wiih^tbe^ 

note issue rt u nocessary |o e” ure M ‘hn 

tnent should have an eficctivo rn./v. '*’* *aOTcrn 

hi^ financial poher of tbe Bank *<> the 

otW hvpothesis that there » re^rcel'^'’?'"'’^ ‘he 
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&U 1 .I 1 ■\ metiiuc! saitabl« (or Imli 1 in Miur opimonf — 

1 am inciiuvd to tlie non- iliai 111 tb» case of India 
lou rould iraut to maintain u closer relabonship 
Mitli tlio central banb and its corerning bod; tban 
^ou do under the Ian- in this coantn 1 gather that 
III this (.-oinitre the iiidepeudetuje ot bie antUontaes 
ree:>oii«ible lor the B ink of England is greater tliao 
ibe independence of the aiilborities recponsihle for 
the Btah ol 1 ranco nod I incline to ibe riew that 
111 the case of India it aould be desirtble to aim 
rather at ioUoittng the ptecedent of the Bank of 
France in that matter than that or U>e Bank of 
England 

11,112 In the cate of the Bank of England tho 
relations are based pritnnnlf no doubt on trndt 
tional co-oi oration, hot nltimstelv perbajM on the 
rirviitnstnncc that tho Bank of Engi'ind is the 
Coreraaient s hank, and finds it neKSsarj to consider 
the news of its moat important cudomerP — hee 

11.143 ^Vhat la the diSerence id Indian conditions 
ahich irould lead you to the eonclusioo that some 
more organ sed ii/nnexiou irould be desirable? — 1 
think no hare to realise that there is a long tradi 
tioii behind the Bank of Englmd, irbcreas 10 India 
no ire jniking n break from the past Jo such 
rondilions I think ne hare to realise that a break i« 
being made and that tl e arraegementa rrhich vould 
be auitablo 10 <urli a case are not neccssairiJj those 
hLkIi are suitable in a ease rliere there is a long 
unbroken liaditien proiailuig I think the Bank 
mil be strengtheued br the knoirlcdge that tb« 
Corernmciit it rritb the Bank ft seems to me to 
inrolro a less abrupt chaise, and not to latrodnce 
niy di«ailrnntage 

11.144 \on deal in jronr aemoraudna in sonic 
detail vith the relations which thoold, 10 roar 
tFpinion Mist between the GoreiDmeot and the 
ImpoTial Bank of India on the hrpolIe<)s that there 
IS so important change to the functions of the latter 
Jtare ron giren nnr consideration to what orgsnisisl 
relation run would recommend beewoea tbe Cbrero 
ment and n true tesene bank*— I conlempltte that 
the managing gorernors shoiifd be either appointed 
hr the Rorerncient or that their appointment ohoald 
haie the approral of tbe Gorernnont 

(The irilai 


Kiuh CB (C'on/inued 


ll,J4o This IS as regards » hypothetical true 
reserve bank? — Yes I think the managing goiernors 
of tho bank should either be appointed by the Gorern 
raent or what i> lerr much the wmo ibiiig, with Uit 
approval of the Goieriiment 1 think there should 
be a right on tha part of the Government to moke 
certain nominations to the direction 

1114b Tile majority or tbe minority? — I am 
putting hypotheses which are not contained in your 
meuuiraiiduiu do not let me ask you now if you 
eonld like uiue to consider the point" — I should 
say a sub (oiitial number hut not the majority 
At the same time I think subject to further con 
sideratioo that Goiernment should have some 
means of making its will effective in the event of the 
bonk purauing u course which woa regarded os in 
cunsisteut with tbe finaucial interests of India and its 
vwn rospoiuibilities, becanco it does appear to mo 
that certainly in the ca<e of India it is iinpo>:,sibh 
for the Government to disinterest itself in the ques- 
tion of exchange I believe there would he greater 
confidence in the bank on the port of trade generally 
if it was realised that it was working in close har- 
mony with Government, and that the general pobey 
which It was pursuing accorded with what Govern 
ment considerad to be the interests of ladia There 
ore various nathods in which such an inffuenee can 
be given to tbe Government, it could either take the 
lorni of power to i&iiie direelioni to the managing 
gerernors or of the right to appoint a financial officer 
of Corcrament to the Board with the right ciUter of 
suspensory veto or of ronveyiug poiitire injunctions 
from the CoverniseBt I brliere in the initial stages 
of a change of this kind it wooM bo found to be 
dcsirablo to strengthen the lofiuenee of tha Gorern 
ment with the bask rather than dunisi^ it. It tl 
>l>iile coDceivable that when the bank has been nin 
rung a considerable tine the Charier nay be open (e 
review in some of these reirpocts By that time one 
should bate had tbe sdrsntago not only of Mpenenee 
blit of bciog able to test pubho opinion 
U 14' That new applies to wbaterer form tho 
Cenirat Bank might hareV— I think generally speak 
tag it does though to the ease of a teal eeutral 
back atrictly limited <a iCa fusetioni 1 thould 
broadly speaking, favour a much freer hand than m 
the case ot a hybrid loatitntica 
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the last meeting on tbe subject of making routraction to the yossibUily of the reserve being banded over 

statutory in tha event of reverse drafts being met to w ceotrat bonk for odmiiuatration tn snrh a mso 
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because they are not suitable matters for general 
cnntiD^cvsv m l!vd\s any more tbsn tbej ire in ttwa 
country 

11,180 It would no maj agree jwrhsps saenfico 
in a largo measure those mlrantages rf br sny pro 
M'lons practical responuliilily find a proper freeiltm 
of action were not rcserTe<l to the Central Bank? — To 
that extent it woul 1 

11 181 In the neat sub-paragraph con say “ It 
might lielp the interoita of florernmenl if contact 
were est-ablishod lietneen the Secretary of State m 
C-ouncil and the Adnsorr Con niittec ’ If bv contact 
js meant ana thing in the nature of a practical power 
of interrention might it not be said that tbat atonld 
bare the undesirable result of giring tlie Bank, in 
the exercise of its responsibility two mastem who are 
not in -cerv immediate contact in space or time 
instead of one* — One of tl e questions tn whicb India 
and the rest of the world is immensely interveleil in 
the future is the gold question and tlie pbccs srbere 
news on the gold question will be most widely 
obtained and lie places which will plar the most 
important part in the gold question in the future 
are presumably the great gold centres India is 
entitled to get her new expressed i| an) question 
affecting Iier interests arises at any time in those 
pol I centres Tl is obnoua that some effectico meaiH 
of expressing those news in London sliould be 
arailablo 

11,182 IVliat do jou mean bv ''contact'’ in this 
connection*— I should mean that a represenlalire or 
repreeeiifntiTea of the Secretary of Slate shoold 
attend the tdrisory Conimitteo of the Bank which 
las now been established and whKh would la the 
future, under these conditions hare increased im 
poTtanee in, order that the GorernmeDt of India 
which cannot iti the circumstances of India dirorce 
itself from these important interests, slionM be 
elfectiaely represented there There are some ohiioua 
instances where the matter might derire importance 
For instancei the question of the export of gold to 
India for trade purposes as dutinct from tl « social 
pnrpoees of India might arise It is clear tbat the 
amount of gold morement to India is Influenced by 
the rate of exchange at which the Central Bank, or 
the Gocernment ns tbe case might be, is doing 
hiiiincwi That might raise important considerations 
on which It is desirable that India sbouU be in w 
position to make her new felt in an effectixe way It 
IS clear that the Goi eminent of India tbemselTee are 
not on the spot The supreme executire of tie 
GoTCrnment of India is the Secretary of Stste re- 
sponsiblo to Parliament If the Coiernnient of India 
hare vicira to represent on any of these questions, 
tbe natural rebicle under tbe existing constitution 
would bo the Secretari of State 

11 183 Are joa suggesting that the repreaentalire 
of the Secretary of State should hare any formal 
power or that he should attend m an odriwry 

copaciti * I think he should attend tn an adfisore 

and watching cnpacitx I do not contemplate that 1 o 
should iiace anj formnl powers I think hi» presence 
tliere vested as he would be with the authority of 
the Secretary of Stale, would lic an impOflont factor 

11,18J I Will now go on to your next paragraph, 
paragraph 4 I am dealing here with the arrange- 
menU as regards remittance bu*i:wa Ion deal here 
with some preliminary questions The matter u 
dealt with more fully in a subsequent Sferooraiidom 
\ou say. " There ore strong objections to attempting 
to tie up the Secretary of State iv an advance 
monthly programme or anything of the hind " 
Itculd JOU agree that, if tbe Bank is acting in the 
transaction of remittance business for Coverniaent, 
some practical arrautement is neceasarv in order to 
enable tlie Bank to make pronsion for tbe Govern 
nients requirements?— There would obrioudy have 
to lie chiso co-operaliun between the Secrelarj 

of State— the most important remitter — and the 

fiS7»j 


authorities responsible for the actual carrving out of 
tbe business but what I have ventured to criticise 
rather strongly is tho suggestion that Government 
funds should be deposited at n bank incl tint the 
depositor of thewo fund) should not be free ii 
principlo to utilise those funds which he has de- 
posit at u bank as he deems expedient from timi 
to tune in tho light of ever-changing circumstances 

I think It m contrary to the general conception of the 
relation between banker and customer tint tl < 
customers liberty in tho utilisation of his funds 
should be eireumscribed in that wav Tl ere are some 
practical reasons winch lead one to that new U h 
not possible for the Secretary of fitate to lav down 
fixed programmes of the kind suggested nor would 
it be consistent with tic interests of tie Indian tax 
payer that ho should attempt to do so The inleitsts 
of tho Indian taxpoaer require that the remittances 
shot Id be ejected according as tie mirket 
conditions indicate Tlie interests of the Sure 
lary of State require that if nnj iinexuited 
demand arises he should he able tn fake such 
ateps as maj lio required to deal with it In fact, I 
regard it as contrary to the general conception that 
pteraiU a» between bunker and ensiomer that tbe 
cuxtniuer should liavo bis resources m n certain seise 
imniobitised— because tbat is arhat it means 

11,183 I imagine sltiougb ignorant, that under 
present condition* the Secretary of State docs not 
conduct bis renuttatce business entirely fr>m haul 
to mouth, but foresees Jiis requirements for a rertniii 
period sod Jsve out for himself n programme n 
adranoe Is there onv difficulty instead of enrriing 
cut that programme himself in his commuii eating 
what his intended procrammo is to tie Bank nliich 
IS conducting tbe biisincse for him as SBontP— The 
Secretary of State at present has to see that by son o 
loenns or other fumla ore always nt his dii]ni>n] 
for meeting hia commitments, but he does 
not say at tho opening of the financial 
year, make any Attempt to space out bis re- 
mitlaDcos by a settled programme over prolongel 
periosb He has otlier means of raising money n 
London beyond remittances from India if cireum 
stances should proie adverse 1 apprehen 1 that t) ere 
p nothing incoiisutent with the ideiol emploving a 
bank to cart) out the remittances, and tie idea of 
tbe aiitliorit} whose funds are in rupees in India 
stating with reference to the ruling conditions of Iho 
market what amount of thewe rupee funds he eon 
aiders ehould be conrerted into sterling funds week 
by week *s the situation develops Tint is the 
practice srl loh has prevailed for nn inimemorial 
period and I do not see that tl ere is nny valid 
reason for disturbing it, nor do I think there would 
be any inconvenience from tbe banker s [joint of view 
in wxirking along those lines There would tn sub- 
stance be no change from what hns happened in tbo 
past and there would be the avoidance of what 1 
regard a* a eerious objection nnd one which I feel 
ought to be very carefully considered narnely of i 
customer being askn!, practicallv speaking to im 
mobilise I IX funds to n substantial extent 

II 180 ^ ill you please confer plate for a moment 
c state of nffairs under winch the Bank con luctv ll c 
remittnnce business as agent for tho Goi eminent 1)> 
you eonnider it should still l>e tl c respoi sil ilitv of tlm 
Secretary of State to prescribe when the reniiltwnce 
can be conducted to the greatest advantage of fn 
Indian taximycr or do vou think tho rcsj-onubiliiv 
sif dectding the moment nt which to bnr esrhang 
siould become the rcspodsibilitv of tin Bank' — I ion 
eider tbat tlio Government wlio is resi«nsiblo to tl >. 
Indian taxpayer for tho cconomKril use of mnnty 
raised from the taxpaver shniik) have tbe dociding 
xxnce an to wlien remittances taka place and lie 
ammii t for which Ihev take place from time to tim 
Of coii^ lie would act in conanUnli in with tl. 

Bank Intlthink so far ns the decision is conr. rue 1 

in sneb n cnee it slionkl nlvionsly rest with the 
Government hccan«e tliev are tho foircminent funds 
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Jlie I OMil le nlt< rmtiro, whicli would not l>o rarered 
I \ tlie stitiitorj provision llwt «o arc rcfcmnc to, 

Ilf iirniittiiig n sale of rtiorscs to <nn*inuo witlnot 
C«ll rarrespondinj; contraction Tlial xronld tn\oUe 
puu illv a relief from an oMiKolion namely the 
olligalinn wliuli lot) Iiatc mentioned o! mamlaining 
tlie scaregate of tlie resone intact You couM giro 
relief in oitlier of those ways, as fir as I tee 

ll 2&3 CouU. not the Banlt borrow laonej m 
J/ondon and meet the reierses from those tmrroired 
funds sthilo std\ falfillme tVe legal obUgatKun of 
JceepinR the reserre intact? — That it a possibilits 
wbiih coull he considered hul I lenture to tusgest 
(hat that is a very serious matter for the Dank to 
contenipliite It noiiM ho harrowing nniiey in 
Iiotuinn wIucK it stonld I>e iitiUsing for tba pnTT«>ae 
cif dranme in local currency m India It would 
has e the Inhilite to pay hack that money in London 
and if at some later stage in this hypothetical ensit 
we arc i ansidorini> the ozclianee had to bo allured 
to (£o tho Bank might incur »ery lieary losses m tbe 
discharge of tho loan iihich it had raised in London 
for this purpose 1 doubt scry much the wisdom of 
eniisafsing that po'sihitity 
II 1 only mean that it would )ie ojisn to the 
Bank to do Ml within the four cornera of the la« ?— 
It would he open to the Bank to do to within the 
four enrnert of the low 

11 SCI The elhsation would be to keep tbo rcsene 
intact and not neressanly to contract tho currency? 
—I thmh that is a rerr undeeirahle method of pm 
fcdiir© uliich oucht to he Kiiarde<l against Might I 
icfer baric aeam to what I think is tho diUteult guev 
turn that wo were dueuMUiE on Wednesdae nemeh 
tlie actual form of the obligation to maintain the 
eaclianee I hare keen thioking a good deal ebont 
t1 It Mnc* then ^e bed under tho pre-nar errtem 
an obligation to issue rupees against the lender of 
soiereigns Bo long as that sitRttion endnteil 
ohnously it fixed the upper limit to which the rupee 
eschingo rniild me kou asked me on IVednexlav 
about thn arrangements for the suppoct of esehange 
in the reverse direction lYell we did not discuss on 
Mednoaday tho guostioB of mahins the rererse 
obligntion statutory ft is worth rceatling to tho 
CommiosiT'ii the fact that under the pre niir sysleni 
the nbliKstion to give gold exchange for local cur 
rency w-u not o statutory obligation It is an 
important question wlmli one has to face now to 
w1 at form thn nhUgation in that matter ahnaM take 
I Sant tl 0 other day that 1 considered that there 
iKouid he nn oMigation to give the tenderer of rupees 
at tho option of tho Government goW at par or p>W 
exchanEo at the nppropnate price But the ques 
tion of making that obliRstion statutory wns not at 
that time rai«ed Mhea vou asked mo as to what 
would hvppeu if sIctIiur bcciime ilironwd from roM 
1 at ome ms brouglit up aROiiist certain dilSrnItiis 
in the my of maVinR it slntolory which have to be 
met heenuse I take it if you had exprewd w « 
Rinlnto a certain specific figure m sterling now 
oquivotint gold that statutory figure miglil not lo 
the CISC of sierliHB Roing to a sliiRaionl a^aaielv 
secure sour theoretical pinly hci aiiv as I swagested 
Iho option of givins Rold at par or poll eerhance at 
tho fixci price thouM rest with the rrtnemment 1 


fioia at par or gold exchange nt the approrrmte price 
until further notiro tnd that offer wtmld remain 
open, it nay ho hojieil for ever if sterling and gold 
temaiR aynonvmoiia for ever But I should riglitV 
he asked »hit noulil happen if sterling tn that alato 
of things was disorced from gold Sitting hero I do 
not feel iha* J ran give a ratecorical answer to what 
toll ought to do in thoco conditions I think that 
was an nspeel of the esse before mo when we were 
dealing with tho qiication of South Africa nml tho 
position she hsid to take as to whether to follow 
alerting of go hack to specie payments on her own 
account I think if that condition did anen tho 
anthonties responaihle for the currency policy of 
India would have to consider their position and net 
ns Ih^ thought right in the light of the circnm 

11 20S {Ciiiirm.SH ) U comns to this, does it fint" 
If sterling hecomes iliiortecl from gold vtm nre not 
pr.iared to sar the rupee should rciniin ing-wl f.. 
^Il»— I should hasB to consider tho nrunnstaiii's 
I think 

11 kou are not prepared at the present 
monient «o coolemptato, without bexilalmu, an, 
tyslem which would have the effiPt of pegging tho 
rnj^ to R^l whaieiM hspi.ened to sterlirg?— f do 
not Chink I could looking nt the interests of India 
obligation of that 
kind I do not Chink it would bo right to do so I 
It IS qnice conceivable that, when the oiTasioi. 

other hand, it «# also conceirable that Ilia arguments. 

lx conditions, of foUowing 

practieally that you are m favour of a sterling 

1 cannot eontemplale what it would be in India’s 
I teiwsu to do, in bypothetieal circumstance* ,n tho 
vaent of a divorce of aterbng from gold I do not 
«y It would W right for tndm Miw sUrhug fn 

6 Id would he « momenlons event of farrcaJimi' 
ron^nence* and it would probably be a factor ,n 

»ervn..X.„^^ forinbtanie gold depiax-ialeJ 

Kz t“/;5;:s:‘rr 

»Cw''tC“an\‘'at!'o'^7;'r5,‘'‘‘‘" ’“'"I I 

rreanls India and I f, el that thfinri rm'r"" 
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biUt; that th»re niieht bo ditoiro in one of two 

1 1 Wo hnre heafd so fir tins morning that tou 
»ouW lesj-i** a Wg,ot obljgMwn on Uie Ontral Bank 
In v^I] I ais Hot quite denr wbit it is lou aooM 
inako (horn <ell 1 think it rcKiUl tUnfs the ixisitinti 
if luu irouM Ik s,ix«l i miagh to telJ us that — GoW 
at par in India or Rold exibange at the a| | ro|iriate 
1 ricc that IS to sa^ less transport, eU iTian.va 
until further notirO 

11,2'd At a prjco rquiraJent to gold? — That h *“ 
until further notice That would bu the UandiRS 
offer aiaiUlIe, mULh the same as the flank of 
Fngtind s standing offer to bu}' and sell goU 

11,S7J Hut sho would gire (be notire’ — The 
notice would be issued under the ninditiona ve are 
now ronteniplating br the 0.ntral Dank but >t 
would, of eoune, be giren with the authonly of the 
fion rnniciit and fjCKiilature because this is a thing 
nf transi^endant importance, and, so far as we bsh>- 
ciafe the (lOiernmenl and the }.egislatvre wuh the 
Dank, it is ohsious it would hare to be associated 
with fc declaration of that kind 

]1 kiHi do not pul in an Act that aometbiog 
shall be done until farther notice, >on prescribe 
some anti oritc which has to determine when Ibe oin 
dition shall be clianKM* — lou understsoJ that under 
Ibo pre-war ssstem the \ct did not ptocide (or thw 
situation at all 

There was no ohligatwnf— The Act mpased 
no ohtigatioa A notification was tsued under which 
the Government undertook certain obligations, and 
the iart Coiiimitiee that dealt wuW this tioiat <e(t 
the matter to he dealt with by a uotifivation What 
1 want lo address ouraelsei at the moment to, ts as 
to whether we do not think that tbe obligation 
slioulj now lie iindertakeR b/ -Statute, or whether it 
should also bo underiakca b7 aoiificotion 1 tecl 
that, whuherer vaT fou do it m practice, if fou fiad 
tiie diTorce of sterling from gold you would in the 
rircumstanres thot then esisted, be forces! to coo 
aider your position It is sot a likely contingency, 
but It liM to be stated I do not think you t«ald put 
yourseU iQ a position of allowing yourseU to giro an 
uiilicnited of ligation which could not be deaJt with 
at the appropriate Ome of ginng goAJ •( par wrfh 
out limit, or which precluded the alteruatire of 
nppropnatclT adjusting the foriii.n caiban-w alter 
natisc to the rarution of sterling from guld 

IJ STS kou toW Uijust now that il we made «ser 
the manai,cBieot cf the currency to a Bank you 
cfinsidered it neceeiary to put them under • legal 
obligalion to sell foreign exchange, and since tta" 
you seem to be going back to the old tdea of • 
notification* — I said thaf tie gold standard reecree 
would hare to bo under statutory regulation, that 
w to eay they wooW taye a reserre of a certain 
amount and if certain things happened to il jl wonW 
bare to I>e held in another form Bnt in dealing 
with tho atatulory control of tfie goM standard 
reserre 1 was not dealing with the ofliKation of 
•illiU' exilian,.!' anv more than the rri~r Cnrreaty 
tit M It staiiiU toJar deals with such an ohligntion 
We know It I* used for the pirri use lot there »a 
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nothing in the Paper Curretiir Act requiring the 
Bank to utilise thi sterling assets from the paper 
rnrrency reserve for the grant of foreign esehan|,e 
Il d77 Vtn I to Understand that >ou do not 
proi-osa to make it legtJlv nicuiabeDt on the Bank 
to eeii foreign etihang! Is thnt vour pusition* — 
I are dispos^ to tliiiik that the obligation imposed 
n|un the Dank slioiild be an obligation published 
by notifiiatiun and imposed hr Act 

fl JTS \ou moan that tin Btafc sioufJ be obliged 
to issue a notificatio/i llJiat eouid the obligation 
lie cxBctiv* — It Would hi imuiiiheiii that a iiitifiii 
tion slionid bu issued br the Bank in a more binding 
mill diCerent form from the iintiFii itiiite that haie 
been issued by the Ooieraeient of India jn the past 
Tho Gosernment of Indir hare issued notifications 
that tier would to tl o maximum extent of their 
resourcM sell foreign exchange The general 
obligation to maintain the extfiaugo must be 
statutonr but I doobt whelber the time has yet 
canne, Untvf we Ivaro had tiwvre cxpecieiice of things 
for putting in the statute the gold exchange fignre 
equirafent to gold at par, or whether this figure 
sboubl i/ot hr girea lit a formal notification ib-iitxl 
under the Act Afar I just put one point on the 
difficulty of making that sort of thing rtatutory 
keu have gold at par or gold exchange at the 
appropriate price That appropriate price depends 
on ihiogs like sfaippmg chargea, inaurance chnrges, 
and to 00 , which theaurlrni mar fluctuate There- 
fore you must hare tome raeaita of adjusting (hat 
figure to the appropriate gold parity 

11,270 dust tliia on« question (o make it clear 
Would the Bank be at liberty to withdraw the 
notification at any timef If so it seems to me that 
you are laposiug no real obligation on the DankP— 

1 do not follow the suggestion that the Bank would 
be at liberty to witMraw Mie ttotifijeation at any 
timi I think in a tliin • of that kind of transcendaiit 
importance it has to hare the whole force of the 
Goremment and the feguIaCure behind it But I 
am onfr suggesting that there are certain difficultlM 
tn the WWW of embodying in the Statute an actual 
figure tor foreign exchange or sterling representing 
a definite quantity of gold leas transport and lusur 
aoco chsrgnf 

11,2^0 (Choirmon ) I think I am right in caring 
tbal no difficulty was found la inwttinc points 
of a sort in our own British "Statute?— Here vre hare 
lo gite gravoi of goM for local currenev Ate do 
IH>I hare to deal with what is given m the way of 
dollar exchange for there is no Dblig:ation on tho 
pxTl of the Bank of England to give dollar cxchingo 
at a fixed price In this country the obligation is 
grants of eoW against curfeniy and in the oJJ diis 

11 *’91 Iftith regxrd to general precautions, is it 
reaUx ueewsarx for you to do more thin to say 
that if you pleaee toii can peg the rupee to gohl 
now because gold is equivalent to sterling hot 

IS shaken off gold then fndit or m fact nm other 
sratemi’ — That is irhit it rones to 


<nir trifnrsv irtffiifrro') 
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CTpliined thst one factor in my new^ »a» tk« d«»ro 
to get awsT from Government interference — the 
interference of her own Government I think 
ntio'her factor is a desire to he in a pontien of 
international equalitv — to 1 av« the best sietem, 
natnelv, a svetem which has approved ilseh to the 
great financial nations of the tVe<il, and to hate 
the masimum freeJoin in working il. 

11 29* For this purpose 1 tinderstvnd you 
cmphasi-’ the importanoe of I owerful representation 
of the Indian currercv anthoritv in 1/indon*— 1 
think El 

11 ‘/)r That IS no dooht on accoonl of India s 
special position as regariL. geographical distanre 
whiih Is not chared hi Other memliers of the gold 
st an lard eommnnitv In the rext sentence you sat, 
” I think It m]xirtant therefore, that machinery 
should be established in lyindon for regular joint con 
sullation between the f overnor of the Bank of Eng 
land, the London representative of the Impenat 
Bank of India and a representatiro or representa 
lives, of the 'tecretarr of State in Council” Can 
s< It detail at all the nature of the macbioeiy which 
)on have in Blind — 1 have not a'tempted to ] tc»«nt 
the C< mmisiion with cut'and-dried propositMiia 
partlv lecause it seems almost an iin|«Frtineiice on 
niT part to offer, at it were, to write the Conuait* 
Sion a Bepiort for them 


11, SO* 1 am »tire we thmild t>e reo*t grateful*— 
\That IS votViag in bit mind u that instead of the 
(inanee Committee of the India 09ic« sitting in one 
nf theHi beautiful rooms here, the place where these 
matters ought to he settled is somewhere in the Citv 
I have a very high cpits-on of U e Finance Committee 
of the India OSlce It has alwars included somo very 
nlle men, and I am quite sure that Indian monetary 
ndniiiiittrntion is greatly >«nefit«d by its contact in 
t1 IS I uilding nith the Cit* of London and its adrsce, 

I ut 1 thirk things arc moring rather sway from that 
kind of management, and if rou can work towards 
hanking management on sound lines I think it is 
beneficial that the administratire side— ilie Secretary 
nf State — should somehow be ref resented there, and 
kept rognuant of what is i,oing on t take it that 
ererv great Bank in this coantry likes to keep in 
touih with the admimetratire personnel sf the 
country 

11 5'>1) T)> yon contemplate that the fnnclion 
dioiild W adrisory or exwntive, ti»-4 rn the London 
reprosontotires of the Indian currency anlborily-’— 
It IS very diffisiilt to answer that question untens one 
has In mind clearh th^ banking machinery to which 

I usiness 19 being entrusted If you btive a Central 

Hank, as I el oidJ like to have if it is posuVe, then I 

can Bell imaspne that you might not need definite 
cut and-dried prowriplions as to what rights the 
*ecretac} of btate shou'd have in the matter but if 
sou feel that the cHablishraent of the Centra! Bank 
15 not at present a jxissible thing (ami bv a Central 

Hank t am now sreaking of a true Contra! Dank) 

I nt vou nevertheless decide to invest the Imperial 
Dank of India aa far as nav tie, with the fnnctioBa 
kIhIi would more properh apfiertaiu to n true 
Cintral Bank I should conreive in that case that 
t1 L Ciuvenimcntal authoritr should be mom alronglv 
rej resented and that its right of intcrferenco si ould 

II 30<) From paragraph C of your meoloranduin, I 
note that vou would not attach modi Tatne to gdd 
in iirtulalion ns a support to reserves You say you 
Boul.l not expect mncti return of the reUtirelv mar 
ginnl supi ly of circulating gold In tlie followiDw 
paragrai h you su] port thst opinion bv reference 


ic ciperunce of pait rears That has been the 
pipcrieiice, as I understand of turreney affairs m 

India — tl at gold has not retorned Jlav I say one 

g Iwf. r. laimms to that* I did not want to be 


ibis ret|NHt — wou 


impress 

Lord 

lid agr< 


mn IS that non 
Goachen mav be 
e in not expecting 


tli^t at a tiiro of riifScuItv grent and imr-cdiate 
assiftarew could he obtained from g>ld in circula- 
tion, aqd in that connoction I won! 1 remind the 
It»v^ Ckimmiss on that one of the propMab.— and a 
very ffnper proivjsal, I think— i, that the under 
Itking to support exchange j* mid l<- in uniimiUs! 
t nd Ttaking unliiiiied in snoiinl no I nnlimtcsl ns 
rcgiirds the lino irt whu h it enm -s into operation 
that IS alien there is a d niand fur sterling sterling 
Itmn he fo ind as s*i.«ii as tK tl iiiand offi ra its.lf, and 
to any extent which the d mmd represents Vg-iinst 
such an imnuMliatc nl ligstion I do think Uiero is scry 
little I ft suls'antisl ossutan o from gold in cir- 
ciilston \s rcgsrJs fast esjnnerco, 1 wi h to he 
•isiiic frank with the Ih.vsl Commisvinii I express 
there mr siew of what is a fair dednclion from r as- 
exp rienoi Tic only avnihb'e facu I have bo. n 
-ille to g'ean whi h might seem t> hive a direct 
Isaring o.i that are Hu figures o' tl o r. turn of gold 
to Treasuries Ciirrenev oi course u alwijs fiuuin- 
in and out of tie Trevsuries. It is fiowing m for 
psyiucnt of (•orernmenc rerenne an I for ciclian»es 
into oiler forms of cnrrenrv, and it is fliwirg out 
fir novernwent psiBents and to mewl demand. !.«• 
exrlxii„es into other forms of rurrenrv 1 „„tice 
hit just Wfore the War Indian Treasurie* riveivcsl 
^mething hko 10 million ssrerevnt in ore year 
Tie tailBsv, and G,e Post OCca rove, red slJm . 
m.lhoB xjiiew from tho j obl.c The figures aro 

o..ia *'*'’,'•‘7^^* a lairlv large velnme of inlliw and 
outflow of to I and iliow rather a satufsetorr result 
of tlie efforta to put gold ir to eireubtion But tho 
conelii, on I draw with tbnv figure* ,n ,n,n 1 ard 

lh,}o'«^M''Lm “r «r«n«ec, I, that ll.ouS 

tl,«e ril X p n eircutatiou 

llJOl In paragraph 7 ton *,» mrv. i . 

oU ’"V* " 

''■''nL"*'' "■■Jill-. “'..T’Srn.THl 

lk.l — i"", 
1?": 

tho le-a important centre, should relv ma.nl,. « 
lh!^“t‘'Vwi^ .“"V” ‘ EhoulMave 

ofcrediU, tWl tbe^ m— ‘ 


- — ........T. vu that 

^s J sml 3 of Tcsoliitioo 11 


cm, 1/ I n 


nf the <,e» o i Conference 1 will read the't 
anj then pav* the paper on to 

nav.!i‘ lermits certain of the 

pavticipnling countries will estibli^h a rr«» 
«..rket gold .od ,„iu l.eeon e g dd lentrt 
nns”*!.? Pirt'cipatiug eeuntrv, ,d add t on fo 
ans resen-ea I eld sf home msv maintain 

auv other pirticipahng eoiintrv re^wea -« 
in th. femi «f hank halan- 
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tConlinufil 


Prsctic&II; cpeaking, tho assumption that the Note 
irill not bo replaced bf gold seems to me Ter; like 
this assumption— that because a couple of pieces of 
paper like these, tiro lOs notes, are more eon- 
venient to nse than some clonii; lumps of coin 
weighing altogether sereral ounces, it may le 
assumed that the Indian will find it equally pre- 
ferable to use a piece or two of paper instead of a 
moderately small com of a kind which we all admire 
very much eien m this country, and which he 
admires a great deal But apart from that I put 
it on a broader ground There is a good deal of 
common sense tn the Indian’s new tlint gold is first 
rate stuff It has its value inherent in it lie 
probably does nnt Dnderstand, aa a natter winch lie 
could eaprejs in etonomic lerns, all about the 
depreciation of gold but even if you allow for the 
depreciation, it is one of the finest things known in 
a world of fluctuating values Tho Marwaris, who 
flocked to our Currency Offices from 1st August to 
^th, 1914, hy the 3rd and 4th had begun to take 
our gold awav at the rate of somewhat near 
£1 000,000 a day Events very mach justified them 
Looking at their tnaterinl interests onl], they were 
doing a very successful and farsighted busioee* in 
getting hold of alt the gall they could If you 
present India, not only vitb facilities for using 
gold in circulation, hut actually compel her to uso 
gold in circulation because you take away the silver 
rupee, I thick there is an appreciable chance of the 
Indian deciding to use gold lu preference to Notee 
to a very largo estent— an extent which might 
grrselj modify your estimate of the amouct of gold 
you require in order to introduce a gold enrrenvy 
11,312 For Ihete and other reaaone stated in your 
memorandum and in as important footnote to this 
paraj.rnph, veu express the opinion that if a gold 
currency is to be introduced it shoold be done by the 
more gradoal method of diseontinuiug the issue of 
rupees, and standing by until time has served to 
reduce the surplaa of rupees outstanding and thus, 
as I understand you to redore the problem io more 
nianagenhlo proportionsP— tnd to give it a Ime irre- 
trierable character 

11318 tVIiat IS the exact meaning of your word 
“irretrievable" in tins connectioai— iou do burn 
your boats when vou start selling rupees and when 
you start very stroog methods of withdrawing them 
from circulation, revolutionising tlie world pneve of 
silver and so forth, and it would be very difficult, 
after five years of that, if you decided that the 
experiment was a failure, to go bark and drop your 
idea of forcing a gold currency If you merely let 
the rupee circnlatioo gradually waste, as it were, and 
replace it by gold as long ax people will take gold, 
one of two things will happen, I think Either they 
will go on taking the gold , you will find Ih^ are not 
taking too much and that everything is working well 
in which case vou will set your system into effective 
operation Or jou will find that, when a certain 
point of satiEfaclion of demand is reached in regard 
to gold, a time wiR coma when they really will want 
rupees for transactions, and you will have to com 

them Proceeding on those lines you would be abte 

to com them You would have dons nothing drastic, 
you would not bare been selling your rupees and 
breaking silrer prices all over the world \ou would 
■imj ly have to admit that, after aU the rupee wu a 
coin which up to a certain extent, India did want 
and vou would proceed to provide it 

11 SU By this method whilst redocing the adver 
nageable dimensions yon would 
gold 


rupee proklen 

wait and tee, I understand whethe'r 
reserves wore accnmnlated hy a natural 
without international disturbance to »»ch 
as would enable you w,th safety to inti^le 

''n.srsi'Z’zs:-;U'';s.r-^ 

.0. „gM ,1., 
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trade and expanding trade, tlicro would hate been 
the asua! demand for incrcasoof currencyf It would 
hare expressed itself by n great demand for remit- 
tance to India As bir Iltail Blackett cars, you 
coaU if you tlioiiglit St, compel that demand 
further to express itself iq tho form of additional 
imports of gold into India by stopping* Ckiiineil salos 
and sterling purchases, and, under the lolicy yon 
were pursuing you would meet the demand for cur 
reocy hr pnMing on gold to tlie pubLc Meanwhile 
the effective rupees in the country would bo wasting, 
either absolutely— or at any rate the quantity ovail- 
aW«, «ren apnrt from wasting, wonld be becoming a 
relatively smaller proportion of the wholo amount of 
eurrency in use So that it would naturallv, in the 
end sink into a subsidiary position, provided jxiople 
were taking jour gold as jou issued it and were not 
I reasing fiercely for more rupees 
ll,3t0 I underitnnd you would calculate that the 
acanity of rupees produced bv tho oessation of 
fnrtlier issues would have the tendenev, at any rate, 
ot btiaging the lioavded rupee out into cironlation 
and replacing it by other stores of value thus 
dealing with one of tho most essential difficulties*— 
kes I think It would hnra that tendency, hut I 
Mept tho views of all the Currency Officers of the 
Covemment of India in the last few years, namely 
that that tendency has IiMn tovwg on very TapidW 
alread) and 1 should think it probable even if thoro 
was no chonge of sv.Um that as long as India can, 
by trade channels or otherwise, import gold with 
perfwt freedom, the amount of mpi>es left in the 
real lioTrd\ as distinguished from mere littloim^eU 
fills 01 will ultimately become small I need 

w aay tiiat I do not riwommend nny policy of irtro- 
tlmt"o a ’* ^ «I» 5 nted 

11,31? I hnvs only one question on tho choice of 
the rate ko.i siy in psrigrapli 16 " If the obieetion 

trade r««*f "f ■ «>nes of blisv 

trade jean followed bv a deficient monsoon and slack 
trad., a comprooiise rate, a, it were couU be"et«te!i 
H /*'l ^rnk wl‘r‘^e 

-uh «, k ,r"‘; ”."j‘ 

i^ump K»n-u 1 , the only naumntion vou7an r.V 
If sou h-iro lo make assumptions at al!-iw o “ 
have in that perio.1 adaptiyt themselres^o*^ the^ rate 

eI.rn«"^T,’‘f‘ 'I- find m 

1 assmB through and which Tre sldl exist.ai. " 

Snd"an’wIbwira^'7n'‘tho“„'itr’' 

condition, .ee reversed i„ a m:m/„r‘Tw”'‘'^‘ 

yea'r*or^l*r"”“‘ "i ^^^Uv 

this *auld’he;ri:^n ^'uaVue^^'ca^^'.r 
had had five good years, and a Is 4 d^ rai" 
had emerged by U,e end of the period Pru« 
Would have adapted themselves to that on a I. 
h«i, than they would bo with the )s 6.1 rate fad 

'.".■iz? “ MM IS 

a pnloiued good period in a more favouralle posi 

«”kS'‘r‘iS "" 
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null the question of estahlisliiiig » central bank 
Itiglit through \uur Memuraiiduui vuu setiu imtined 
to recommend the establishment of a centra) banlc, 
and also lou have said so in the course of sour 
eridente to-dut but }Ou conclude in Section Til 
paragraiih 24 of your Alemorandnro ihtt roar 
inclination is to I'o'tpouo the true central bank lor 
the preceut Mac I ask whs cou recommend that a 
central bank should for tlie present not be estab- 
lished’ — \oa wiU nnderUand that this Memorandum 
IS the first shot (as it were! at a co-ordinated 
expression of one s vaeirs and that one gets to see 
things more clearly as one thinks them onr eren 
afterwards esieciallc under the stiniulna of dis- 
cussion Before I specifically onsaer ronr qneslion 
I would like to 'ar as I hare Wen trcing to say 
in effect all through me eiidence tlul there are two 
points that t take on this hanking question one is 
that if a lire effcctire true centra! bank can be 
established to-dac in India that is far the best 
solution, and I look with some opprclicnsion on tbe 
eiideaconr to transform a commercial bank into n 
centra! bank without ana radical restriction of its 
commercial fnnctions hot I hare not felt that 1 
had the anthoritr or knowledge to come before this 
Bocal Con mission and tav I recommend you to 
establish a central hank because { hace not the 
BUthoTitT and knowledge to tar that a centra! bank 
in the limited Indian money market would hare 
enough ritalitr and enough work to do and could 
function efficientli That is me first poiut 1 want 
a central bank but I do not rcganl mrself as a 
peron who has the right to sar that there can bo a 
central lank Mr second point put forward with 
some hecitatinn is that [ am so clear as to tbe 
I rime iis) ortaiice of the derclopnient of banking 
tliroii''hout India and ef the transfer of monetary 
administration «nd remittances and sn forth to 
I anking control with whaterer degree nf Corern 
luent ac.ociatioii maa he required that if the central 
hank IS not poMihlo I would sooner nin such risks 
as attach to making u<e of that splendid agency 
which alreadr exiMs in India though it is not a true 
central bank than hang tip the whole thing alto- 
gether Now coming to rour particular question 
when [ sar ‘ My inclination is to postpooe tbe true 
central bank I think it is » sentence I should like 
to an end but taking it as it t« the position was 
tiiat 1 was under the impression tliat there was some 
doubt as to whether It is pocsible to estallish a 
central bank in India owing to tin. limited character 
of tbe work aiailablo for it and so on «* that if 
1 had to eaprcM an opinion one way or Ue other I 
was dispo«cd to »aT not feeling sure that a central 
bank can be usefully estahlistied now that mr in 

clinalion wouH bo to trv and do what we can with 

the bank we hare I think that makes my positioo 
clear though U is a little hesitant 

II 40 - If I ulidcrstaiid Toil correctly sou would 
rather hand over the management of tbe cutren^ 

to the Imiwrial Bank as it is at present conslitnte.)’ 

—If we cannot bai-e a true i-entral bank 

11 40S If we cannot hare a proper central bank* 
—That IS right 

11 409 Tour hesitation almut It is founded on • 

dm! I whether with the present hanking organ 

ral bank would hare its r'lce in Ibo 
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11 410 "^ou rather think that a hartki 

nation should be built op first and tbe 

piece «1 Old 1 Ik. the central bank?— I waul the central 
bank to be brought in as soon as It can Ije dwie 
bnt it obmoudv cannot bo brought in until banking 
organisation las reaiheil a certain i«oint Whether 
that poiut has been reached or not I do not feel 
1 hare aulborilr enough to pronouni'e 

11,411 Let ns suppo*e for the imrpw^of^tbis 


that 










Indio, aud the Secretary of State, should be closely 
associated id dctermiDiog the higher monetary 
policy of the baufc Dealing first with the association 
of tbetKiretary of State lo London with a new to 
carrying ont the reiommendatioiis of the Genoa Con 
fereoce may I remind cou that tbe Genoa Ckin 
nds that banks and speciaUy 


banks of issue should be free from , 

and should be conducted solclr on' lines o/'prudent 
finance Well there is rather a misunderstanding 
there, for which I am entirelc responsible At the 
end of my tfemorandum 1 come quite definitely to 
the distinction UtwecD what I call the true central 
bank the pukha central bank and a great banking 
institution enjoying Coi eminent support but not a 
true central bank In the early part of my Memo- 
randum I had not that distinction prominently in 
had chiefly in mind the Imjierial Hank 
The general tendency 


inrested with these fi 

of what I say and what I think 

wo transfer work to the Imperial Bank of India, 
without any radical modificJtiDii of its constitution 
fhe more oeiessary it is that there shouM be visi) lo 
(lorernment association with that bank, but if, 
instead of tneh an arrangement, you set up n true 
central lank, then the particular standpoint from 
which 1 reconunended close Gocernment association 
would disappear That question would bate to bo 
approached from a sbglitlr different staodnoiot 
One I omt one has to consider id the circumstances 
of ladia IS tlie persoonel ayailable you bate dis- 
tinguished bsrkers nud you bare distinguished 
commercial men in India but wheticr you take 
olKcials or whether you take aon-cfficials m India 
or whether yon lake both togeUer I do not helieie 
tliere is such an abuodance of first rate men that 
Ton can afford to ilispenw. with tho best stuff you tan 
get I think tbe best cestral bank as regards non 
official personnel, which you could start id India 
wo lid hare to be, probably for tome time, 
strenglliened br tbs best personnel from the official 
element Similarly I think if ytm are considering 
the conrerse cn«e of Corernment management of 
the currency there is no doubt Tt all that the Iwrt 
official element wonid be strengthened by association 
with It of the beet commercial element koii cannot 
afford 10 waste good men in Imiis because con hate 
not got ton many That is one sumlpnnt 
toother IS (tbougli I am aware of that Rcmlntion 
of the Genoa Conference which you hare just citeil 
to me) that T understand it is the practice in 
regard to SUte Banks that the Goyernment should 
haye a certain voice in tbe oj pointment of the 
higher direction of tbe bank I think (tlinii„h I am 
subject to correction there becauv I do not know 

much about the American system) tlist it is tho caso 

that the Focretary of the Treasury in kmcrira is 
Chairman of the Federal Res. rre Board 

II 413 In otlier words whit son hare in mind is 
if a real central bank were established tl e »p|>. int 
ment of the Gorernor and Deputs-Gorernor-and 
possibly tho appoinlnient of a minonly on tho 
Board*— kes I think 1 would say that 
11,413 I think you luggesieil that if the mniage- 
ment of the currency were handed os-er to a real 
central bank it wool] nesertbelcss he adsisalle to 

the paper currency reverse and the gill starilard 
reserre, as they are to-dar D> sou sec anr 
partscoiar virtue in keeping two separate rescryci’ 
—Vo 1 do not 1 told the Ctiairman in answer to 
n question that 1 do not profess to hare come with 
cut and dned proposals on every l>oint but if you 

sufficient lustification id handing oyer tbe paper 
currency recerre to the central bank and the gold 
ataodard reoerso to the Goi 


I the I 


1 hi- 


aoraoduDi— that the Cos* 


r to It 


proposals for a State Bank in 1913 — many . 
have gone by since then of roors e or in ban lie,, 
both over to tbe central bank and naintaimsg tl cu 
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»s sopanio TTstnc* Tlierp » •» littlo mcrlianiial 
difBciiHy in liiropinR Iht- nwta of tlic Kol't 
Toserres inio tJio J'ai'er rurrpnrT rpsone *t Ibis 
momont, tlie nssots of tlio coIJ standard 

reserre <xcwd tUe m\?<j«er«d asfcts of tUe j apcr 
cuiTene\ rc'erve, so that you would artunll) UP* a 
surplus streu *tli I think the liook del t portion of 
th® paper c^^TeIll^ rcvn-e is 40 to 50 iroros, and tho 
81*0 t.! tho goW slM«J-\Td TT~eTTe is 50 to 55 tron*. 
AVhat I should he dtspased to do — it u no solution, 
hut jt 15 nerelr a form of pulling it on paper — <a 
to settle first what ]ou intend to hare in sour 
paper currencr leserre as n permanent iinrorend 
issue — the hook debt portion — and put in the assets of 
the cold standard reserre to replace the rest of 
the present tmok deht &sy you take 20 erores, 
and sa\ the nocorerpd issue is now 45 c-mres put 
in S3 rrores of the gold standard roMrre so as to 
make good the rednotioii of the honk debt Then 
the ontr iiie tou mutd hs\e for the retnainder I 
think would he smiply to hold it to fml the paper 
rorreiiry rrserte for the further supiort of the 
esehange erentuallr yon would take out rujees when 
those were redundant and replace them in tho paper 
eorreney re<erie uith gold or seiuntlea so thil the 
paper eitrrenrr reserve would come before the mone- 
tary world of India os the mnin reserre which Euarao- 
teed the conrcrtihilili of the note and the mam 
tenanre of the eschange and the (ar|lus assets 
would simple lie so miieh stindua assets 

11.414 That IS only a mwhsimal way of 
presentinc it I «aid an 

11 415 Tour new l»ins that if a rentral haak 
1 * established, a sioglo resurre would do the srorfc 
e<iuatly as well as m (act lietUr than the two 
separate resorres^— Enuotlj «e(( and with le»s 
ohseunty 

ll 410 Betottse l<o0i reserves serve to ravmiain 
tho catefiial value of Pik'i money ?--les 

11 417 One the note and the other Ihe roi>ee com 
IVell I do not like to make a shini distinetiun like 
that The asseta of the paper eiirrenev resene vre 
ao largely in fact maintaioed to support the 
eatereal ralue of luth (be notes and (he rupee 
that 1 do not like to make any distinction hetwein 
notes and rupees in that re*|iect I think it is » 
Wrong distinction 

11,418 f'TJr JfeOinifJ Jfiin(> lo paragroph 12 of 
cour Tuemorandiim son say ‘ I think that the 
Governincnt of India Meinoranda are right in 
seekiog (or some vlear decision as to tho future 
place of gold in tho Indian monetary evstem We 
‘ oiild work definitely towards a 


U an 1 moan 1 am rot frichloned of too murli 
(.old getlmK into rirriilati.in in tint wav The 
anggestion J inrko hire is not an attempt lo satisfy 
aspirations for a gold rurrenev It la merely an 
attempt to t.«ie teopU m India sv certain faciliVv 
In res|>eit of tho gold whnli they are, in fact, 
Coast indv lii'Ming 

Il,fil In niakiiig it ligol tender you proiide for 
the use of gold for ciirrencv as well ns for osport 
in roar nheiiie — llemg legal tender gold pul hj 
artfiinallt tar «nii,rg cociM fw readiri u«eil at anv 
lime c j , to piv ft del, I It would not l,e luwessari 
for the owner lo Ins goH first in order to get 
currency 

11,122 lou are not appreheiisirp that that would 
tlicnulate tlic si*c of gold ns curreney, whirli is an 
object von do not wish to n»hievi»— I do not wish 
to stimulate the uso of wild ns ciirrenrv, but I do 
not object to peojl. «> ming it if they like I do, 
fts 1 «as , sntisi nhe to the view that India should not 
he hamtKred »n ohtuning tho gold she nsiiiifes I 
Blight have adde.1, ,n using tho gnlJ she refliiires. 

11.423 ks fiirrenrv* — 4s iiirrency 

114if In paragraph 21, Section E, von refer lo 
the queslion of detlation, and in your ansnera to the 
Cliairnian you elalMrateil that point*— Vea 

11,425 I gather that your view i» that theru 
should be a legvl nMigvtion to proiide foreign 
exchange at all timesf— liw 

11.420 MhMher tl>« agency is the Ooiernnient 
or ft eenttal honk?— Tea 

11,427 lour nnxietv u rhieltr to insure that tho 
procuion of that exrlimge should aecuro tho 
necesaary de/la(n.n»— le», (hit la eno of my 
vnxietiet— «ne of mv wishes 

11,42« TTe liaie had the ronlrari nnsiety es* 
pre*^ before iis tint if wo impose a east iron 
ohli.'ation of that kind doflitian wii.lil ftt timoa, 
cause seirre monetary stringeiier, ami some aafe- 
guanl or safety rolve should he jirurided Hire you 
any wiws on that point*—! haie r<rr strong ciewa 
on the point Tou said *• t cast iron ohliaation 
of (bat kind ' f 

11 429 A legal nhligition lo j roride foreign e*. 
change without limit in exchange fur internal 
currency— 1 am wrrv I had not ,)u,te imderstood 
von Miy ! all just one rorrwting observation, 
an.l then eav what I do now underaUnd* T meint 
m ini aniwem t. the Chairman to exj.tnn that I 
did not think the obligation to cKRite could ho 
want that to le understood How 
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n anting a real giold standard a atable standard 
Looking baik — jou niid 1 look ha»k o»«.r manj jears 
of esi'eniuenl and esjerjeme— 1 nnnot think tl at 
tins stated meklr amount (irucedute is at all ron 
eistent nitli a reallr stahio standard Therefore, 
1 do hold to It that there should be an ander 
tnking to I’roMdo unlimited e^tern-il credit, 
or unlimited gold for exjiort Tlierifore if that new 
IS adopted and the diffiniUv ron mention arises and 
has to he met it mast be met on the deflation tide 
— that is yoa mav hare to proi ide for pemiitting 
dillatton not to take jlaoe to the loll extent I 
Ijalie'e that a.ill he the main difficultj with a gold 
standard Thu point is oik. of much interest to me, 
and I think it must be to you In tho earlier dit- 
cusswns, and there hue been constant dfSiussiuns 
as to nhat noiild constituto an adequate gold 
standard reserve, 1 do not remember anyone eter 
asking what amount of deflation can India s 
nioiietnry sTsteni stand I’eopio base talked of 
£40 000 000 or £50 000 000, and to on or of letting 
the reserve prow indeBniteW, boV 1 tbvnV ptobaWa 
that our as«et3 to-day bare reached * fipure nhich 
IS beyond the amount of deflation which India lould 
or would ttaml when it came to it I can only »ay 
that the normal procedure should bo to allow 
deflatvovv to take place and that if it threatens, ns 
some of us think it will threaten, to Ic eicessire, 
Tou will hare the best solution of that difficult 
question if you ha>e functioning there already a 
Central Bank with the neiessarr wisdom and tbe 
ncces'irj impirtialite That w the lies* i ran aay 
on thtt point I think it ts a tundamenial vlifficuUy 
ahead of us in the future, but 1 would not meet 
that difficiilta hv derotating from tbe tompletoiiess 
of tho gold gtandard in form and constitolioo 
]] 431 (bjr Per.>hrfijvi(/jt Tlllurlit) The com 
jnercial ebaratter of the ljvn>eTvst Bank whwU sou 
consider to be a drawback for the purpose of a 
Ckiilral Hank is alto, according to your statement 
n source of great utility for the developtnent of 
banking in India*— That is so 
11,432 What wool! be your new with regard to 
aiie suggesuon that the cooimerei’l aitintiea ot tbe 
Imperial Bank should be transferred to sorpe other 
institution?— tfr idea of the Central Bank would 
he that if It were started the pre-ent fmperiit Bank 
would leniaiu with its lompJite eomnieniai 
charaeter and eetlainlv 1 shovtll think with some 
freedom from the restriitioiis whirh now Ii»m|>er it 
hoenusc of Its close ossocintion with the Goeerninent 
lilt the (kiitrnl Bank «oul] in the first instame, 
hare control of the GoTcrnnuni balamci and sc. 
forth Xaturnlli it would utilise 1 ho» preat 
institutiflus which alreavly exist »nd those balaoce*, 
1 take it would be put nt tie di'posal of trade 
tbrotf&U tlie Imperial Bmk in the main J do not 
know if f have mavle myself clear 

11 433 I nierelr wanle.! to get tlear if f hare 
understood you eortssitW that under no i.reonislaiKw 
wciiild toll entertain the uUa of tbe Imperial Bank, 
and the Corernmeni through tbe Impersal Dank, 
aliandomn" the verr useful work that la tniBS done 
in Oie (Icrelopment of the banking srstein n» India? 

11 434 kovi wQull attach rery pleat impoTtawcc to 
that*- 1 attach rery prent importance to that 
11 435 Toil just said with resarvl to the Iinpenal 
Bank lu. It nt present exists that it« netirtlies nimg 
commercial hoes nro hampered i»nJ I understand 
xou would like some of the restfavli' -- “ 

moved f— Perhaps 1 was a liltle 

for instance at this snoment 
what 14 Hie exact’ position that the Imperial Bank 
1 ,„ 1 1 . .n I.nrrns^iiiii in Fnelmd Thai i» ono 
"rtbo ^tnct.oas which if it ^ 

charter or tbevt rtwtute. if tbej submit soih • 


request should he re-esamiiied and the fact of a 
Central Uink being cstablisl ed might bo found to 
justify tbe relaxation nf rcstriitions winch have 
hitherto been considered necesjary 

JJ 436 In that tase, what lalue do you attach to 
complaints from other banking institutions in India, 
pnniipaliy exchiiiBe banks that the monopolistic 
tharacter of tho Impena! Bank will be increased 
still farther if tbelsote issue is handed over to at* — 
I attnib great mine no any representations which 
the exchange banks might put forward in the eicnt 
of important dianges in the hanking svttem I recog 
niee that there may lie real diffiiultiea and I cannot 
pretend to tell tins Commission how 1 think they 
wonM hate to bo met I would like to put this 
point first If you do not have a central bank, and 
you do inyest ttic ltii[eri»l Bank with these fiinc 
turns which the Government of India proposes to 
transfer by (bat metlied }OU create a situation in 
which the exchange banks might liayo greater cause 
of ««upliint than thq would if you h ire a central 
hank That 1 leel sure ol But iw live otliM cww, 
too this »s. with a new institution like a central 
bank ot the top and the Imperial llank willv its 
great organmtion working i» close allianco with it, 
hardship might eertainli bo felt bv the extl ango 
banks which they miglit find it neiessary to 
»vnt One of mv difficulties m saying more than I 
hare »aid in iiiy memorandum nbout tbe possibility 
of gin"S thi* ^ Imperial Dank wM 

that 1 Mt 1 renlly shouU not xenture to offer *o 
opinion, if I wens still o perwn rn eeme measure 
of authority until 1 hwil ■> TtnV talk w ivb tlw Iwperiwl 
Bank people and wuli the EsehaDge Bank people, 
and hnd hiard a I'omplete intenhango of new* 

11 43' 1 take it that you would agree that on 
primiple you woull not attach much importaDce to 
any representation by Ihe exrhanijo banki but on 
specific lointj you would lie disposed to examine 
Ibcir repraxentations?— 1 tbisvk >ovi hwro got my 
new in subslnave I would not allow the exiliange 
hanks 10 stand lO the wny of farrearbiBg reforms 
and derelopments, amf I do not think the exchange 
banks would want to da so But tliey have dune 
great work for India nod dwerre very great eon 
SiJeration and they may be prejudiiid by tho 
rbanges which nre being considered tceordingly 
Ibeif situation would hare to be considered rery 
carefully 

11 4?^ On sjiecific points*— -Yes 

11 4JP In paragraph 4 you suegest that there 
shoold be establislied machinery for joint mnsulta- 
tmit between the (lovernor of the Bank of England, 
the Lon Ion representslire of the Imperial Bank of 
India and n represeiitatii e nr rej rekentolncs of the 
Secretary of State in Chuncil May I ask why you 
say there should be a representative of the Secretary 
of State in Obooell?- 1 think sour jwuplo will stand 
higher in Uadon if they are lu close tomli with tho 
Rorernnient 

11440 Xii touch with the Government? loiiiuean 
bf Government, the Snretsry of State and tho 
CoTcrnmewt of India* — I think vt vs true that, they 
would staixl higher will, strong representation in 
London, hut also — to rome to points of f.rinri; le — 

I am not prepared, as a matter of princi[Ie to con 
«d« that tl» Secretary of Stxte in Council can 
disinterest himself in eiervUiing comxirning tho 
monetary welfare ol India Tie exact manner in 
which Ih) shin interest himself may vary a great 
deal ooordinf, to whether you have o rentraf bank 
or nut. but that he can l>« di5interes(e<l is a thing 
1 rannot ndioit Bo has a great reeponsilnlity to 
the boilers of Indian tlotks in ihis country— where 
they are Trustee stocks^ — and as 1 sav he has a 
riglt tn theory, I think to ensure that he is fonyr 
reirexenteil In practico a great deal dejwvnls— vn 
determining tie manner of control or intervention 
or oversight or contact eve" putting it ai 1 iw is 
that— a great deal depends upon the rarfioibr 
system you hare 
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11, -Ml The Cummittrc h^rc of tli? iDipcrial Rank 
IS BTi sdTisoij CoinnuVleo, a» yoM knovtl'— \es 

11, IJ? As you msy, perfisps Vie auarr, Ihere is 
elresdy tlic Ciorrrnor of tlio Dank of Instiihl on 
that Hoard'— U Vie on tVic Board* 

11,411 He lifts V>een on tlie Adruorr Coraroilleo 
from the rerr Ixginnmc* — 1 did not know lie li»d 
•BT foroinl function 1 know be is in 1.10*0 toueh 
11,444 On the Adrisory CVimmittee tlirre u the 
Gorernof of tlic Hank of FngHnd and n repr< lenlii- 
lire of the Cite, at pre«ent Sit Malfulra Hoc^— willi 
the London Mimger of the Imjierial Hank as Ciiarr- 
man You now suggest the addition of one more 
repre'eotfttiec at least and perinpa more, of the 
Secretary of State in Coiiiieil in onlcr that he may 
be ahlo to ufttrh the interests of the lenders to India 
■ n England Is that it, or if not whni is yonr 
meaning, Vieeaiise I was not able to loVWw itP — 
Partly from that point of view and partle in pur 
guance of hia statutorr obligation* of saperinteii 
deuce, direction acd loniriA * If there is nnrthinc 
really being done in London if you hare a Hoard 
on which It IS necessary to bare the (lorernor of |lo 
Bank of EoiJaud and an important eaiRmereial man 
like Sir Malcolm Hoiy; I think it u not to be reo m 
mended that the Seirelnrr of Statea oily acre** lo 
the Imperial Bank should lie circilitouslT tbroukh 
the Gorernment of India and through litem to the 
Direetente of the bank in India If there is m 
portant business eoinp un in London and inimrtant 
ronsiderations a{ policr are being diseusseO whirh are 
significant enough to reriuire the strength you 
alreadr hare I think that is n point at abnh touch 
should he esUhUsbeil with the «*"cfstsry of Gtate, 
who has a hoary responsibility in the matter 
11, 44^ Hut would not the important «»rk of (he 
Executire (Vnusittee of the Imperial Hink atmais 
be ID India* AH ron would want here u an adn^ry 
Oiminittee in order to keep the Central Hoard in 
India IB as oiui-li touch as possible with I>>ndoii*— 
1 knew the Coreraor of tbs Dank of England and 
1 think anythiag he is on is going to lie deadedly 
important I think it is loportmt on the ments 
that the Back Threciion in India fwith the Goiero 
meat of India in tome measure aseoiiated with it>— 
this rombiRitioB of nuthorities which direetle and 
carciitirelr cootrols India s aionctary potior — ehoutd 
hare its couaterpart lu strong represeotation ben, 
in which a natursi element would he representalioa 
of the Secretary of State in Council 

ll,44d Do I understand ]ou to suggest tins as a 
counten’art to the Central Doird of the Imperial 
Bank in India* There u only an Adnsorr Cooi 
inittee of the JmpenaV Bank tn London 1 did not 
pither until row either from your wnticn etate- 
raent or from the discussion that we bare bad this 
morning that lou suggested this ns a counlerpart 
of the Central Boird of the Imperial Bank —1 ace 
rour point 

11 447 It IS rather a new aspect wliKh I would 

like lo sec deveVoj ed if you do not mind I see yonr 

point I would not use the word “ 
perhaps but I would put it in this wi 
this mathinerr in London — 


pserj tiling »n India mnv roni» to a clifFcreiit decision 
Inwsmiiili n* the heerttan of blate lia* power lo 
«lo, and cirtauilr to control, the Gorernment of 
Itnlia, that iiiie bad to great mmplications It 
la ten weccssarv that the nuthonty finally con 
trolling the Gurirnmint of India here should not 
nprcMntnl in Indian nutters ind. |>endenl!T of 
the Gmrniiictit of India Will I think you hare 
pot Jour feint w itb fon-e. it do<-» not alter my new, 
but I set the force of rour new 

11 44** I won hr whether there is any other ptunt 
of titw than the one which I ju»t now mentioncil 
whicli deserset itinsiderationr— I see the force of what 
you any I pist want to add that there are food, 
amcnlal diSictiltiea la corcming by a very great 
aulUrita in India, e«pttiallr und.r modern con. 
ditioii* controUetl he HarliameBt *t home Thcro aro 
great difiiculties in lurli n siination. necessarily, and 
I think the difiicuItT referred to u merely an off 
lare oen“^ /‘"’‘Iftmcntal difficulty, Itit 1 think I 

! **'* *’'> a«»thrr snhjwt?— Ics 

il.ti] In paragraph 7 sou bare this " Tlio 
use of gold cm al andone.! in tVw Cnilwl Kingdom " 
I* It realle abamloueil or is it in su.i>eB*e*-l ||„nk 
It 1* aban loned 

It*— Theoretually it is not, iboo- 
rctically, 1 1>cliero anyboily now has the right 
to go end get ftorereigB* hat we work so little h» 

f«lh waWoi It tliat |H«pW are aol taking gold 
imagine thee will not do »o 

U-oe. IW, Por.graih 48 stu a, follows “Wo 

ferilnr.i'l. I J ''|•lmo'l thftt alejvs njuM bo taken 
(oriliwitli It Icgislaiiio enactment to priiOBt the 
inerait rirrulalior, of gnll, until such Vimo a* the 
gold siandird J a. beeu firmly re.e*tatli»he,l for the 
porp.ws of iniernitiontl iransartions ’ Does iLt 
mMii 'wbandonH f-No, undnuhiedle ,n term, it 
doe* not mean ahandoneil, bnt 1 il„nk there i* wnd 

ebaodoned There i* also fairlr gooil reason to 
thiok that that wi!! goon indifinitele^ hut os regard* 
n.» mam fmiut of nesr tl at roii can bare eTTeff^V . 
jmid standard sntlout a gold circulation I do nit 
thmk tny ^.".on ,mp„go„, 

some I? nTprTs.,cJ 

"j-'f - 

k..—! s.n,„n, „,d ,1.,., ri"; 

actually remenilkCr that mrsclf If von havo 
(ositire re<-ollection of courso ll.st os-^v.-,. ,v. 
nogatiTe recollection t>'-«rwMgbs my 

b... h..,, ..w„„ w lb, ,.rt, • lI.M 
tbit would be more nmirate nerb... v 
get abandonment if bv stitute ’you mvi it 00°* 7 
•>"» find reatlr. — Pre it up I do 
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ll.iCS So tb&t 10 far &i Uiat thrrc u Mthir- 
«traordiaanIr .roeg it that*— I .!o not nan* know 
»hal c«tinlr>ea jou »r* wfrrnog to. 

II -JiXl »<M3th kfriea* — 

ll,-l 0 p>cr 6 u BO ojuntry galj cnmnty 

•lists Bnthoai paper cnrreocr as «« I*— IMx-n^r 

there la gotJ comorj fwpfe are aW» Uhir-g sotea— 
I iopp<»e there u bo doubt aWot that 

11 *~1 In pirigrapb IS yon »ioo e uune Cgnrts 
for Lcglaikl a&d India and yon euzne to the ran 
cloaion that these comparatire fiffnrea help to 
tranafer tie banJes of proof nith Tegard to the 
rate of eichaoge It has been aaid be'jre the 
laiaaioa by certain Titcesoe* that in «p te of hgnm 
Biicilar to those tou quote here Great Ilritatn made 
heroic effwta to pet hack to pre-nr rat« U there 
any reason ahr India ahouM cot aim at doieg the 
lame thing eith regard to the nipee*_In the Uriai 
in which von pat ,t, ron atate what ii apparentK 
a stnkiBB aoMiialr, hut 1 think if one k«Aa at what 
the facts real’y tcean there k bo anomaUT at a I 
One tnay he tnidcd ht Uheli. TThal hia happened 
*" “ « *»»• 
world does the UBit of enrreoer to-day represent the 
purchasing power that it d>d before the War Al 
hare ikpreeiated When Ton aar that in other 
conntrKe the Urel repreeenting evhiBge ptrile has 
pone dywB or merely been Biamuieed whereas i| 
u proposed in the caae of Ind a that th- level shoatd 
le raised all von mean i, that the economw fact, of 
the aitaatioR permit of India he ag m the ajraa 
KgroBs poilioo of Bot hariBs her itanJard td cor 
renev deprecated aa rnneh m o her cooatries 
I aedards hare eJeprec.ated That I regard as cewrlv 
3B adraBtageous pocition abereas when too pot it 
IB ^ form that tU .taodird nlKs u heing eabaoeed 
lit the 1“ a alone and u lower oe Biere v 

BaiBlaioed in other <a.sea von pat a point which 
«BSeels a eertun artificial ty and arb tranne*. 
Wien yog leek at tbe facts, von see there u no 
art ficialilT an 1 arbitrariness hot tnerel. that Ird a 
u IB the eonrenieot and adrantaceoos pai.itioA that 
W atas^rd snit hat cot depreeuied as moth as 
in oibi'r cooatries 

** * . *"’* *** •Jrsotageom 

potiti a*— That a what adherence te the rrs-eot rate 
iBpues. 

P®”£*nrh S3 you refer to tbe Cecretarv 
o Stale a drawings. Itav j wbciber there wook] 
to tbe SecreUrs 

of State if b* reqairemeoU were remitted here from 
fe Tt^ f««» here on In lia as might be 

finanv settled acvording to tbe mop. of bu renoire- 
ments as they e^ up The UatBeport of the CWo 

troller of tbe Corrency for l?’l rs urs that the 

mmim^ balance the «x<retjrT of Plate had lo hand 
was aW 101 mPion. and tbe saaiimam £!f 
miljota tbe average beirg 15 } m 11 obs apaiost a 
total requirement for tbe rear of 30 million. That 
» bow the figwres aland OrUm remitUnces are 
teing made from India bv tbe SecreUrv ctf 6U e 
^wiog from lad a in accordirwe with h« reqw re- 
roente —I wonder if I might uk before I aftemor 
to answer the qaestioo wfaai is to happen as reewids 
nmlrawii amoont* if I mav lo call them 
of Silli ^ Seeretary 

rl« fowl that t!» 

^verement h« to spare in Ind a If a„v forthe, 
orawing is required it is operated throngh the oaner 
^rencT reserve Tbe qnest.on 1 wanted to ask ^ 
wbetber jon c«iteniplat«l that the Sevretarv of 

'”*• “'f •' "• "n"- 

rS 6 ...™.. „ 

»sl jpn .1 ™ Ouirtnan tj the Fma—- Qjn- 


U „_J ,V ^ ij, 

O' ba> requiremenu Iiere in ll,cse cirens-itanre. If 
'****.**'■! *^**’^'^** iilJ p-t in jvgnlar instalment* 
n. and wheB jayteerU MI doe the aoooBt that 

re el!i I or d m.IMM 

re <*♦ c< Eerd what wwjlJ be the icreoreaieBre 
wiejl lo the .^reurv of Mate’— It i, a morh more 

e^^x-.tod qoes ,ce 1 th.al 

«eV. ’"'’r,' the India 

perba,*! yosi cooVl truaer it’— I hare to eon 
siAr if voq reduce tbe amount of drawir-^ what « 

JtTu ^ f’' »Bd d. Bot draw 

propcMd trem'ure anj so forth ^ 

n 4 i (Mr / wciIofaiJi, Tiaiwrd,, ) tt I mav 

ue cT^t ::\v: 

q::rvi^r’.izv”^t^■4S ^^sjrraTi 

spar. If I mar «y ai TI.e 

—11 1- o^u.xe; •'^ • '• 

.r? ^ 

roe mue anl ‘ 

--- b> .1 e Imtenal ,ian kTr XreMren aVl' 

JL', 1. .'i’.r ■■ 

(>■«> CKirrmoent of lod-a*— 

s^ that It seems to be acee] tn! bv ererr amt— ^ * 
that yog ca«~,t bare a bank i«oin-. 77 ^ ^ 

or e and of coarse it it » ni*„— i .t ''“rrr’>»«ot 
I bare woodored if it is a nTtT™ 7 

Ti— - „ .!rs7„^;"fd^*rtr 

the Rank ichw the o^AfJ in fTe «M ^r 

form of your notes jntt at the time wh " 
rwmwnctog tbe polniv of altenn- the stareT.^ 

.™t „ 1.„ r« .Sw — ‘LTS:"; ‘ 

i“S-l'”' ' » »i — 

* Appnlit • 
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Afr Crci H Ktscn C D ro>ral e<J aikJ further exam ned 


11 4<i.! (S r Be j a ? f Moot ) Tl ere a one j o at n 
the oT Jence that yoo gare us on hrdoT hr* I 
si ouIJ I Le you to naLe clear In your d e uorandun 
and a tour oral er Jence you recon mended f 1 
nderstood you r ghtlj that a Central Bank f 
forn ed should he placed under n Stat tory obi gat on 
to erll Ruld or fore gn excl ange on demand at any 
t no to an uni ted extent but la «r on eben ae 
leero d sen ng tl e poss b I tv of • d rorce between 
gol I and sterl ng jou e ee.f«ted th t the ol I gat on to 
be placed on tl e Dank si ou d bo to issue a not fica 
ton of a stanlng otfer to tell gold or fere gn 
excl ango and that ll e not fic t on m 1 1 be w tl 
draan or n ml 8ed at any t n e Tb i appexrt nt first 
s t.1 1 to bo a n ntcr al n od fi at on of year prev o s 
recom o !at on I am not sure wl ether tlat s 
«lai }u ntenlel anl I shall be g sd f you « II 
el r Hte the pa ni° In lbs conr<e of it e d sc ss on 
last seel ns to a I t n gl t bippen n lypolleteal 
c rcun stances if sterl g becan c d orced fro p r 
I th nk ll e card nal pos t on nb cb I ha e tr ed to 
a 1 ocato on pree ous oceat ona n ay perhaps hare 
be noohsiured Tie e Ijl ed before tl e Con 
ss on s tl at it s essent tl tl at the rupee si ould 
lie an I ored to gold and the form n wb b that 
ust 1 e done a by Statute Tl e Stat te wou d 
Ucf e the Banks buy ng pf ce for fine gold n terms 
of grn per rupee It would also define tl e Banks 
set ng pr ce for fine gold or e<iu valent gold excl ange 
ter s of tl e r pee Tl e equ valent go d ex biDeo 
»p 1 he a sun n fore gn curre ) ealenhted by 
tl e B k w th tl e approval of t e Go ernov Ceneval 
n Coun I to represeul the standard pr ce of the 
appropr ate amount of fine gold a the co nlvy o ts de 


al cl trges of a r 


[tanco of spec o fron Ind a 

,U ll V to ... J to The Bank wo IJ presuui 

ahiv not fi ) tl e T relte of Ind t n Ih the appnrral 
of the Goiefnor.General n Co nc I the eoonlry or 
CO tr es pon nh cb gold excl ange noufd be asued 
and tic rates of gold excl ange per rupee 

II 4S4 Could you g ve us any ind cat on oMI e pns 
c so form which the Statutory obi gat on should tale* 
I have tho gU over that matter and » ‘o 

have the opportua ty of putt ng before the Comm s 
B on tl e sort of 1 nes of a draft Statute * aliho h of 
«ur« uTo Comm ss on must un lerstand that 1 am 
not a legal draughtsman and no doubt the lang age 
n ould bo sus ept bio of mprovement wl en it got nlo 

tl e ban Is of a draft ng expert 

II 4So lonlymcant your rough dex of the matter? 

j go ng to sugge I sometl n of tl is sort 

Tho Bank shall rece v« from any person tort ng a 
demand at tho head office n Oakutfa or " 

at any other office of th© Bank wh cb may be not fie I 


by tbe Bank for tho purpose lu the Gazette of Ind a 
fold hull on or go! I co a wb eh s not legal tender n 
Ind a n oxebsoge for Ciovern ent rupees or Bank 
Notes at the rata of X gra n« troy of fine gol 1 for ooe 
rupee tub;ect to cond tiesi to he not fled by the Bank 
i the Gaxette of Ind a w th the prer ous approval of 
the Governor General tt Count 1 The eonver o 
cla e as regards tie sell og of gold or equ valent 
go d exchange would be someth ng of tb t so t 
Tl e Ba k shall sell to any person i Ind a who 
makes a demand n tl at behalf ut tl e I end offi e n 
Calcutta or Bombay or at any office of tl o Bank n b cl 
may be not fied by tbe Bank for t! e purpose la tl e 

0 aelte of lad a an 1 pays tbe purchaee pr ce u any 

1 btl te ler gold at the rate of \ gra ni troy of fine 
g d fo one rupee or at tie opt on of tbe Bank an 
eq valent amo nt of gold exchange payable B any 
country outs de Ind a app aveci by the Govemo 
General n Cuunc I as I ma nta a ng a free gold 

narket subject to tbe follow ng cond t ons (a) No 
s ngle demand for gold or gold exchange shall repce- 
aent a lesa ra ue u gold tl an approx mately 400 
oonces of gold (1) tbe equ valent amount of gold 
exchange referred to shall be a aam in foreign 
currency calculated by tl a Bank subject to the 
approvnl of the Governor General o Coancil to 
repreiieot Uie standard price of \ gra ns of fine gol] 
n Ibo country outs de Ind a concerned less a per 
cenlage represeut ng the Dormal charges of a 
rent tlsnce of spec a from Ind a to tbe country con 
cerued For th a purpose the Bank shall not fy in 

the Gaxette of Ind a w th tl e prev ous approval of 

the Governor General In Counc 1 the country or 

conntres upon which gold exchange shall be issueil 
and the rates of gold exchange per rnpee 

II 4'’6 TV tl yon let us have a copy of that draft? 

— Certs ly I w 11 sec that it s snpp! ed to tl c 

Becretar ee 

11 4S7 It 11 tl ea be c rculated to tho tnemfae s 

Is tbe e any other po nt n jour prev ous ev denco 

nheh you nould lie to ampi fy before we proceed 
f rthcr*— Tho only otl er po nt to wh ch I want to 
refer s tie quest on of the fignres relat ng to sales of 
s Ivor In regard to those figures you suggested that 
SO cm es was treated as a m n mum holding I 
am tied to n ent on then (the po nt had escaped me at 
tl o t me) that the reason why that was taken was 
that f wo we « assum ng a 40 per cent metal c rat o 
w th a total Note c vculat on of approx m cly 200 
crorea tie metal hold ng would have to be just abo t 
fO rrores There were 30 crores of gold held There 
fore on the assnmpt on of the 40 per cent metall c 
lod ng SO crores of a Ivor would I ave to be bold I 
jn t nant to put that in to make the po nt clear whv 
that figure was taken I have t nee made some 

fu Tber nvest gat on to the matter and on the 
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carrency ib the course of nioutlis you vouKl yonrself 
l»e leeprog » close eye on the mirkct from <1»\ to rUy 
and 'Koull direct your policr in regard to tie t<Bi 
rersion of your rupee balances into foreign mrretcy 
according os things derelupoil and according tu tie 
adrifc Tou got from voiir competent adcisers an I 
according to tout own knosiWEO of jout nbLgMions 
on the other side \ou would nerer 1 suggest, make 
the thing orer absolutely to an agent anl divintefcst 
courself in tbo dae to day steps which affect tic rale 
at which ) ou remit and the relume of the remittance 

11 S’*' Thoee are the ohjectioni you had in mind 
in paragraph -J are they? IWore 19U when the 
exchange flnctuations were cotopnratirely Bartow do 
con think there was anrthing in the auggestion of 
catching the market to which you hare just referred* 
— 1 think a proper discharge of the dnty of the 
Goremment to the Indian taxpayer does require it 
to watch the flixtuations of the market jart in tVe 
time sort of war that a hig business toasc baring 
remittances to make from India to this coontry wool I 
be con. tantlr in touch with market morementt I 
think that is a desirable and ncceesary thing to do 
eren if the possible range of fluctuations is perhaps 
onlv KUnething about 1 per coot or perba[ a less. 

11 o23 Then it is only from tbo point of new of 
being able to remit at tbo most adrantageons rale 
'll ero Is no other point ot new froca which you think 
tl «r* would be an objection to tying up the 8crre arr 
of State br an adranco monthly prograratne* You 
s ilfest that we should loare tbe Gorernmenl of India 
free to remit funds from India to LsnW at such 
momenta at ther think to be to their best adraotage* 
—I think that is one of tbe most imporUnt aspecte 
of the ease We know roughly speaking what our 
commitBieote mar be but tber mar rare in surpris- 
ing wars from time to time and ono wants to keep a 
Free hand in dealing with wl at sre the balances of 
GoTemneat Tl er niu«t not get immobilised 
11 624 That u the most imponaot point of new 
from which eoo think there would be objcetion 
namely tbat it would net enable the Oorernment to 
take adrautago of a aoitable moment at which to 
remit the moneyf— I think that is ooe rcry 
important aspect of the case 

11 s2u Is there anr other objection which vou think 
IS equally unportaut* — Tbe principal reacon of 
course is tbat the obligation on Goremment is to 
meet its commitments That is tie Ibiog which t 
always has in front of it and which it trie* to work 
in with tbe market prospects as adrued by enmpetent 
(leople 

IIS'*!} That IS a question of exchange agsinT — 
That IB the essontisl part 

21 5** Lower down you say The ection to be 
taken m regard to remittance of CoTemment balancew 
from India to England cannot be forecasi with anr 
accuracT for anr Jenglh of time ahead Tbe totsi 
amount which yon require out hero from Ind a >s at 
round about £30 1X10 000 is it not*— Tbe 
amount that mar be required from rear In 


fixed op be|«ren the Gureriiment of Inlia anl the 
*w-cretxrr of State Ufore the jrcwnlation of ihr 
Budg-t JO Inlia and is therefore well known t> 
t-ntb sidix before tie financial yoap begins* — The 
figures III tie Budget giren for rrmittaii-e I tlmk 
ore atwars ondersUnwl at the lime to be rather of a 
rough nature as sliowinj. Do war in wl irh tbingt 
nay work out as di«tinrt from tie way in wh Hi 
tl mgs wiU work out The Gorrrnment of Ii iia 
tabatiistir retrrre in i rnitiie lie right to rary tl>e 
ireci** methnds i f wtiittauce a* things mar derel p 
It IS obri lus tl at in a country like India subject to 
itcissitudee d*pindir^ on lie Monsoon and so on 
TOO lannot tio yourself down Iwforeland and yon 
do not profess to do so 

11 Cm you refer the Commission to one or 
two lastances where tl ere baa been eubstantixl vaiia 
lion from the fnrcea<t made br the h inani-e Memlcr 
n« tie time of tie irrventalinn of the Budget*— 1 
tt II k It bat been tl e hal it m iwcrnt rears to I aro 
rague in tbe Budget tbo precise method ill Wi rf 
remillaoces alould he made t cxrtainJr reoietrber 
m connection wall ib framing of lie Budget the 
putting in ot a figuri for resiittaKva required it 
Iwing pcrfectlr usdcrstoiMl that lie precise Method 
of makio^ Hose rra itUnce* whether br draft on 
the sterling assets hrlJ hr the j »por currener rrserre 
on this side or lemittances from India in the ejien 
Market was left entircW open j ir seitlen-ent a» tl e 
year procroded I sliould suggest tlal in tie last 
f«» years it has been quite im|N»a)ble at He be> 
ginoiog of tbe rear to sar This u Uw «« are 
goiog to carry out tl ev remiitaniws and tl eii com 
I sre tbs result with tbo position at tie an] of tbe 
“y That las been exactly as eon 
umplst^l because when the Budget is prs-senled 
the tneih.^ of mskint rem.ttsnres u in effect left 
ts he worked out as tbe ytar progressci. 

11 030 Let us tsk* the rear* commencing with tbe 
! *^*1" I”" paHifuhr rear 

UBce l^’l «bub t,«-essiuted u substantial change 
fiom He irof^smmo laid down by tbe b. nance 
Uember when be presented his Budget*— I sloud 
like to turn op the actual BudgrU before 1 appear 
before you next and then | sell let sou bare an 
answer on the point 

II 531 Oin Tou tell us rooghlr He Commitments 

Gorerumcnl of India 
•lere —The total reicnue commitments in the sear 
? *** nrgbbourhood of £-«000 000 

if ' 

■' -• "" >■-" 
-a >“ c-'.ifr 

H iSI Will you tell me wbat oih«r - - - 
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»r» in wiitact at llic prisent tnimciit Hith tb< 
Imp. rul Hank am] it u bun tiiat iI<t itiuukl Ih in 
cvntait «illi an; nrw (Xotral Bank ■hull b« 

trratnl I am auggraling that, il the luncttoiia ®f 
thn bank are cxtoniliil there ma; U a>lvaiitat.i.8 in 
ntabliihins ronla^t on this aide betvoen tin aiiimoit 
eK^uliTo of the gorernmoiil of Imlia here (ahicli, 
under the | re»cnt conititution, ii the bocrttar; ot 
blate) and the ofliera of iho bank here beraiiv th«re 
may U* ini|>ortanl quiMioin alfec-linu au|<rem< Indian 
interrata on nhirh llu |oint of eie* of the cTeiutiie 
GoTcrntoent id India could bo eoiced by the tom 
l-elent aiukitman on lliia aide 

Ttio ConUQittco brre of Iho Imperial Hank 
la nirrety an Adriaor; Committee It haa no 
txetulire p<i«rn at all, hu ill— 1 beliere that la to 
II l/M .tnd rontart between the tioreronieat of 
India and the Imperial Hank m India hu been 
utiifactory up till ooir, ai far u one koota, bu 
It notf— \a far u 1 knoir it hu been altogether 
aatiifaelory 

Hoar u yonr aueeeiled rcpreaentation of tbo 
berrttary of State In Council on the Adriaor; Cbm 
■nillee in London going farther to help (bo Coeem 
ment of India in their contact with Iho headquarter* 
of the Imperial Hank vhirh yon admit hu till nov 
been utiafacloryf— There may lio qneationa 
ariimg aOecting Iho Sow e{ gold to India — (t am 
not ipeaking now of a flow of got I for axoial pnr- 
poMs, but in ronneciien with hank remittaaceaV- 
in regard to which important p>iin(« nay true to 
wbKk India eannot be indiSereni, and on whicb 
the authority in India may want to bu adeued by 
the cooii>etent people here In a caw of that kind 
I inggeat the Secretary of State might be in a poaitioii 
to help the people in India to undentand the fact* 
of the caw 

II, £07. The penon moat competent to adeiM in 
that (OHDeetieo in London u the Corereor of the 
Dank of Fagland, la be not f— That la lo 
l],S0H And you are aware that the Cerernor of 
the Hank of Ingland ii a member of the Adtiaory 
Cowiiiiltee of lha Imperial Hank in Lundunf— kea 
llJUl 1)0 you think the Secretary of Slate'a 
reprcwntaliee can do better than tbo Goeernor of 
the Hank of England who l* preunl at all the 
Committee meeting**— I am not »ugg»»ling he would 
do letter I am auggoting he Blight form a belpfnl 
rehirle for making the point of new of the Indian 
aolhonlie* clear lo the Gorernor of the Dank nod 
the n<*i of the Corerrior of the Hank of Lnglsnd 
fully ondersto^ by lha CoTerDoient of fnifia «n l6e 
caw of any apparent dirergence of new ■ruing 
bet. ecu the Indian nuthoriliee and the nnlbonliee 
here in the City 

11.510 Would not It rather lead lo rompliealion 
in the caw of a dircrgeoco of newi lielween the 
GoTcmment of India and their eupremo bend the 
Secretary of Stalcf— I •hoiilJ hope you would find 
that the influence of the Secretary of Stale would 
be exerctwd in the way of inoothing down the 
ditferencoi becauw many of Ihcae diflerencos ariw 
from miinnder»tandinK* \ true unJerelendiog le 
really what i» generally required to pmoolh nway 
dillereneee, and my eiiggeetion M that it might ^ 
found in praelico to bo eery ueeful m making the 
ponition really understood 

11.511 Hy lie Goi 

OoTcmiiicnt of Indu 

I. h.ipi.i .1 ii., ir;;.- Vi... 

and the matter 


t of India* 
1 think, oa 1 
d realise that tl 
had lioen put by Ibeir 
• lo the City aullioi 


-Tec by the 
ly, il would 


ruwed with them, end the rcrult conreyed to them 
ID that way 

11,515 Who w the competent *1"’’^'"“'"“ 


of India in IxindnnP 

of Slate or the High CommiMionei 
nlfecting the Central Oorernmeut 
Ury of State la the respontiMo ei 


, It the Secretary 
— ror all matter* 
India the Secre- 
lulive— in regard 
irfllion under the 


11,513 Therefore m, far as the question of keopine 
the Comment of India m touch will, auih maiteci 
I* concerned the Secretary of State is not the proper 
wpresentatire for the Corernment of India, w ho?- 
Perhaps you did not hear my prenous uns.er 1 
asul that ID regard to central matters the Secretary 
of State 1$ under the present cvustitution the 
authority in Ibi* country 

M 'Vbat do you mean by " central matter* f 
-H ben I say ■ central matters I am rcferrine to 
natCon wiUiin the comiietence of the Covcrniiiciit of 
India and the Central Legislature u distinct from 
• hat are known u the transferred aubjccts, in regard 
to wiiieb the (tatntory position u entirely different 
lists There doca not ariiB any question of ■ trans- 
ferred aubjtcbi in connection with the Coicrnment 
of India does thcref—No That la why I said that 
iu regard to theso matter* the competent autliorify 
on this aide andcr the existing constitution, is the 
Secretary of Stale 

11,510 Hare there been any occasions up till now 
when there hace been differences of opinion between 
the Curernnient of In Iia and the Seerelary of Stale* 
— There necessarily must bo mattere on which 
different tioai are taken by the different authorities 
at certain tunes 

II SI7 In fiew of that is it not preferable that the 
reprewntation cl the Coremment of India, ai far ns 
eoHecting infonnation or keeping them in touch is 
cenrorned should be confined lo such persons as the 
Cercntmenl of India may be able to wntrol and 
select to that end*— I thiiil. m a matter ef that kind 
one his to reniider what il>e itatulur* position is As 

I sc« the prMjtion Parliament has at present 
ordained that in this class of matter (ho Secretary of 
Stale shall bo the aiilberity 

1I,5I« He w and nobody proposes that that 
position shoal t bo disturbed The Secretary of State 
for the purpose of exercising hit statutory rights, cau 
always in teurh , ho is in London, and ho can easily 
get in contact with any expert hero ho likes WTiv 
oomplicalo the ponition by putting n rFpreseniatire of 
the Secretary of State on a Committee which u merely 
an Adtisor; Committee especially when yon hare got 
the hot poosihle person on the Adnsery Committeo to 
giro adrice on iiistlers in rclatinn to gold and precious 
snetab namrir the GoTornor of the Bank of 
rnsle'*d*_Tho point of the suggeetion is that as the 
Corernmeut of India thcmselre* are not m London 
an ! cannot bo in I^ndon (which in regard to this 
and possibh other matter* is the rital spot) the task 
of reicing their Tiews should )« cesteil in the 
sulhonly hgolly rea|>ansible to I'nrliBmCDt for the 
■rtions of the GoTrrnincnt of India in regard to 
central anbjocts, that u the Secretary of State 

II SID JIaio Tou heard from tbo Gosernnient of 
India that they desire any representative on the 
Advisory Ihuird hero* — Vo the question his not been 
discDsMd It only comes into prominence in eon 
nection with the contemplated extemion of the 
functions of the bank 

11 6d0 H the Government of India did not desire 
repreMenUtinii on the Advisory Hiard do you think 
the Secretary of State would press for it® — 1 doubt 
if he would press for it if they were nrerse to it 
n,621 Ton iny " There are strong objections to 
attempting to tio up the Secretary of State by in 
advance monthly programme or anything of tbo 
ktnl ” Will you tell us whit tho* objections are® — 

A* I see tie position the Government of India are 
large depositon with the Imperial Hank and I see no 
reason why they should be deprived of the right, 
recognised as belonging to a depositor with the bank, 
of being able to utilise their deposits — the Govern- 
ment irf India's deposits — in the way that is thought 
most advantageous to Indian interests from time to 
time It n not possible to foresee the courses of 
exchange, and as a business man yon know that if you 
hell large deposits at a hink in India which you 
anticipated yon would want to convert into foreign 
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NratcVmjf anil approrifl.! nnl nolliina nl IN* 
of fl ilcL'<ilv''l itjj intx-rfcrrnco If lh« (. »MrB 

mcnt liad tc .Lnl »ill. d.tailisi ij.K-.lmii# Ironi dn »o 
d»y, 1 DiinV B i5 »>ol 0>* m»M>, jaU t>! 

\\ic aiUanl-'W''* *»l Vr«i--ct «aull l« 

If 3011 wju* tfin I£c**-n« Dank I auj >»»* 

It rrouM hare lioi’o of tl o Otiverntutnl I aUnreo vliich 
till? Imperial lUnV hold nl proiciil'— Tlior «ouM 
liaea to U' pI»«hI in ttc ILt-mo flank, ’•livU »uu(( 
make appropriaio n>e of tliriu 
II '■is If that H lli« cawi, hw mull llw 
Ilink cr o” ihe gorxl it «« <1 iitrz n ‘W •iffcont 

Die kelp oI llio liovernmeiiV Iwlanria?' — Tlw Jla'-ervr 
Bank Voul I, of toutvs hare (o ptaee a evrtaio p ittion 
of til’’ hiljuwr handiii oit-r lo > 1 , la hha »tr or 
another, a( the diipoeal of the Inarkct It i* not a 
]iirt of Ihc I rui>oal that the Ifoerre Hank tboitll 
ivxk np Inmift 

11,520. I do not mean iKal I tnran the hianehm 
Who 14 Euin;; t<i carr' on ihe hranih work* -.The 
Commirctal llank would have to rarra on the wotW 
31A*7 WiUioul the hal ii.es'—W illioiil rwwifinj: 
the haUnw direel, I take it, ftotn the Irtiremn^nt, 
but tl It It the eote that iii lonti feral ■ >t> el hollinfi 
the fiflirmineiit hiftnre (he u|wnirt: of tl>* new 
hranelea haa Ken ainhrtaken b« the tmpartxl (tank 
nl the TeTn»«\ of fiorerpintBi, an\ on an untetonneta 
liie haul, Ihe if ml muht hare a rfaiiu lu make for 
CO' >|>eitvili4n in re*p«.t of olhcolioiw und rtoken 
imler ronditiunt which hate net Wen nuintamed 
Tlat wo'dl be n mwirr for tnrt<tii:aiiuii. Bid tf 
nece^arf. nd)'i»lm«nt la llist lour pointf 

U 559 No Mr (wint u, who it in cenlinim tbo 
send irorlc of the Iinperiil Bank aj rraard* apraiadin,; 
the baekins habit m India it jov ti^e the bBlaner* 
of tho Roeeramenl of India Irom that Bank*— 1 take 
It thcro aoiitd ho 00 diminniioo of tlie funds in 
th« market, and in practice thi> CVotral {faak would 
in Horne wae or other, inaVe arailablo a portion o1 
the btlaticer iU|><nitr7<l mih it Ip tie Ooremmeot to 
tliir Coornemaf Dank Tbre*. funda would be avail 
able in Ihe BisrVvt The; aould be flared out in 
the market b; bn>iri{i ihert trrie aeruritiea and 
b; rediicuuntifle elijrihle paper Tliej rouM not bo 
held inert Tl«u the fundi woald be placed at lha 
tliipoeal of the market, anl in that wa; the depoeila 
of the Imperial Bank wsolil bo lucreaaed, I pteanme, 
in conwiuenee That li bow 1 should areune llio 
b'liinra* would be wurki-d 

TljSSt \Mio will do the Treasure work at Ibeno 
bmnehea*— Tb« Oialral Umk will not, ot eonrae, 
hare brnnclics up and down llio eounir) Siibaidiar; 
work of that »ort would bi doii« be Ihe Hank which 
baa Vhc»e bTanthea on term* wbjcb woufi} W arrant 

U,5C0 Ob terms with the lUweree B»«k»— t\hKli 
would W arT*necd--quito ao That work mwt lo 
tamed en 

11,061 I do not think It woald suit India Hhmk 
it is » eert rluoist arrnr'iR'ment You know bow 
tlsw Tmoaury btUn«a are worked tn India*-^! do 
j do not know wbelJjer Ihe nrrirngoBient of vemittias 
Wtweeu tUo eatioui ol&oes of the Bank would 
nevessarily be disturbed b) an arrasQemetit of tbe 
kind I think that would hare to confinno 

ll.sai {Prof CovuJ'O 1 just wnnt to aekjwu or 
throe ipiestwtia o" paragraph 2(5) ©r 
fnemorandum You arc of the opinion that the Oolil' 
Stiiidsrd i{es<.rre and (he Paper tYirreocy Sreereo 
efould be kept separate aud not be amnlsamatcdf— 


t <b^ 


be the tweccnmcnl’a rup'^e, an! U wuull mce 
(Bwr. »o far »a J ace |l, if /ou hare the Brcouot of 
the iUeVmS dcparlrocnt, arid iho nceouot of t! « Note 
laauo depattwetit, nnd tU* actexmt «( the ey'id 
itandari! riwerre— the B«eeU bemc W crorti, «r 
whatever the Cguro may be, and on the other •ide 
the corrrapondinj: liability *' DoTernmciit IVposita '* 
Co erorea to balsntw »t My only auss*’ti '0 wat that 
tie atlesr rupee, which hat to divharee the fonclion 
of profiJinit the infrriial tontertihdily of the Sole, 
IS not in iia aana poalti'H *a lha Note, accl ihere- 
l>r« It 11 not amiable to oifl Ihe 1*0 toceth<r In 
one mtnbined atatemenl if; iU 2 Et»t!on «a» tlcre 
ahoul 1 Iw tie two itsterBriita f mlurr<l in the form 
tf « hslanco ihiwt, wt<h which we are famifisr in 
{ho raao of Bank* 

Il.fdit You obicrred in your erilencw on tbe last 
tHTBSMin that aa between the paper eurretwy rcwerto 
•ihI lh« cold ttaiwlard rveerre (ho rewoorret of tie 
former should be aliliw d 6rtl to maialain rirhance* 
— Tbat would bo the porJaa) procedure 
It.VA Did ml tb* Cbainhetlain Commmion te> 
commend that the paper correhey’ re«er»» should 
sa fonger be tegarded as the first )in# of ilcfeOre*— ■ 
I ahobld have lo rrfrrdi tnv m< 10 iry BS |u whsl iht/ 
wftoally aaid, but in practire the view taken tsa 
boon to trent it aa aswilabU (nt this pntpoaa 
II C(io (S/r i'rritpK ) I wool I like to ask yuo sens 
ifuealions on tie i/rmoranJum* which haa W» nr* 

sctcaatius t«s Wnnst »• t r>«a.a fiisusa Utma so e let> 
Praamci 

(ClreeUM V» Ur riure* I 
1 flop all reribrs romaca sf ruieew 
k ketsr* IsHia at i>et*s to b« told nehar Botes ee^ 
scnitlo IBIO eoU lor etpoa eofsew m eolv *urk oelea 
lollr eoBscrtlMo |sio rurees 

1 Tos vnrpow* ol thlr setilea H »)>al) W mhletiteod 
'■ shitted fTotnCalewtta 


London, 
be for • )>M amount (baa |M 
anv rersoa. er troi. or bank 


sad Hoabar 
tht »!• >blr«»t ab. 
fold mniiDrs 
wbsunr 

J. The ociahi ef th« (eld mobnt shall be dsWrBl8»4 
Ibo eirbaavo parity kee teea dcwlded nMa. km Ike In 
ASU bs that oT ISO tftrUin »scf»i^‘^ 
a CooDsil buit ihall oaly u sold to la* actaal * 
or OorTrnacei rsaoironsnis..CQ nor* 

* *U tuHher additioBal enmocr a* ««» bo to®, 
•“'t t* ssnlntl nttnel tawder Ba India m 


IS nso parlly has been taaUr decided upon 
al tba e«1d and sterllsr securities In Ika 
rs^Sra to ha wriura ao to tbi asid t»« 
Belem amooBt ol secuntloa trom lha »«ld 
sm £a "'ad*k*»f^s^ mlsi*”' surroncy 
sVtta'WlB* In wo raid sUedard ros e n o to 
dasllr tnte aold and sbircwd to India, m a 
said cCiM mllliun fnad 
• “ ha hy ouMSa slihcr la 


\ anv bkUeu 
hs roacertedrri 

bedlbaiaa el tbi 

* Council bu: 

India, tar— BO. 

Calctttu. or portloa In bondun 
It Full iiablllty to Ictally 


! n 


limed to that 


lew YTo a 


that a Ceutri‘1 Bank takes over the admisislratioa 
uf bolb those reserrM 

^ 11,063 Do the great European Banka diotingatab 
between the reserces for niaintuQing exchange and 
those for rodeemiDR their Note iaauo“— Thy do not, 

Val those Banks wre twt. fwcud wstk ita pecidsav 
situation of the unlimited Iei.ll lender Silrer rupee, 
which has created a special I rolJeni and whech has 
led lo tbe crealiow ol w tJolA Besersa fund Tbn 
point which I had in mind, and which 1 liace tbouebt 
Over since the last discussion was really |bia— that the 
^>a(e wilt he the bankers’ Note, and ttio rupee will 
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rulat«<l dealing irilh the suggestions for a srlietDe 
of a gold standard leading to a gold enirencr 
Tlie first postulate is to stop all farther eoinage of 
rupees WiU you kindle farour us with your opinion 
on that proposition’ — I find it somewhat difficult to 
teconcile that proposition with the proposition in 
No 13 nhich assumes that the existing iilrer hold 
ing of the CoTerninent will be rery readilv and 
rapidly absorbed and apparently it is contemplated 
that when that absorption is completed there will 
be a sudden cessation of any further demands for 
silrer I find it rather difficult to reconcile those 
two propositions lou are assuming in No 13 that 
the excess silver holding which the Government now 
hold will be soon reqnired for not far distant re^nire- 
irents If ihafi’s so the desire of India tor a silver 
coin i« apparently assumed by you to continue, 
though ID No 1 you contemplate it shall snddenly 
come to an end 

II 5C7 IVoald not that be rather strengthening 
No 13 than weakening it* — That is not how I aee it 
1 am only dealing with you on the propositions them 
selves Toil recognise that there is a demand for 
silver which will rapidly absorb the excess holding 
of 40 or 50 erores and that after that has gone in 
some wav or another you wiU be able to impose a 
radical rhange m the habits of the people which hat 
led to that absorption by denying them suddenly any 
further silver I find it difficult to fit those two 
together 

11,56? The present holdings of rupees in lodia 
amount to about 75 erores, do they notf— 75 or 
80 erores 

U,5C9 Ton do not want to add to those ropeesf— 


11 670 Therefore I postulate that we slop coinage 
for the time being?— For the time being on 
doubtedly That is admitted 

11 671 Now No 2— that the future issue of Notes 
should be gold mohar Notes coorertihl* into geld for 
export purposes only ^lU jou favoor os with your 
opinion on that suggestion besriog lo mind l^hat 
such Notes are folly conyertible loto rupees*— I 
take it that that suggestion has to 8e eoii«idered in 
connection with Vo 6 which contemplates that ^Id 
should flow to India for banking purposes ns dis- 
linct from social purposes, on a snbstaotial scale 
and that Notes should bo issued against gold rather 
than against sterling securities On that point I 
would only say that as the gold U <i hypalken not 
to be ayadable for internal purposes, it is expensive 
from the point of new of India, aod oflers no 
adyantage to cinse lirge amouuto of gold to go to 
India merely to send them back again to this county 
for the purpose of adjurting an unfaTOUraWe trade 
balance Yon lose the interest obtainable by hcWiog 
sterling securities aud no advantage is to be got 
from making the gold perform unneewsary travylJin 
because yon yourseli indicate that the gold is to be 
for export purposes only That being so, the 
ments of a gold standard can be more efficiently 
civen by redaciD» the actual physical gold movement 
to much smaller dimensions than this seems to con 
template and by holding gold secuntiea in roor 
note reserve 

11 Sra Vould not the possession to a bolder of « 
ecld mohur Note, which earned with it the nght to 
daim gold for export at any time, do away with 11 
th? grave disadvantages which onx ^rrency ^era 
in India has experienced since 1914 f-I do Mt see 
that It would in Itself do awav with them ^ause 
you have still lo consider the existing large holding 
of Notes which would not be of this character, aid 
the very large holding of silver rupees ^ * 
suitable place has got to be found, and nhwh^K 
far as I understand these proposals, will sliU con 
tinoe to exist . 

11 573 Tour silver rupees are exchangeable into 
TOur Vote** Into tbese gold Notes? 


11574 Certainly’ — If the silver rupees are ex 
changeable into the gold Notes, yon are then faced 
with the iincstjon of conyertuig the large returns of 
silver which you receive into gold 
ll,S>o Exactly* — 4t a very substantialToss 
11,676 For export?— But the silver rupees are 
eoii^ to be exchangeable for gold Notes In other 
words yon are not only going to issue further addi- 
tional currency against gold, hut you are going to 
enable existing rupee currency to demand gold tor 
eyport, because you say now that which I did not 
understand before, that the silver rupee is to be con- 
vertiblo into a gold Note That being the case, your 
obbgations in regard to the use of the requisite gold 
holding are much greater than I imagined when I 
first read this paper 

n,S77 I will repeat my question again Future 
ifisnes of Notes so that in the ordinary course of 
erenls your existing issues would, as they come ra, be 
cancelled, until at soma period your toil issue of 
Notes would be gold mohur Notes f— Slay I put this 
question? Ton will be having silver tendered to you 
in exchange tor gold Notes? 

11,574 Exactly? — The haclong for thoss gold Notes 
must be gold, but you bars only at preent received 
silver Therefore you are under the obligation to 
convert your silver into gold? 

11 579 ‘Hiat la exactly the object— so that we can 
no longer be faced with that hesitation on the part of 
any Government authority of refusing to give rererse 
eouncils when the exchange position demands it?— As 
I see It the whemo appears to me to be this The 
Piaaneo Department's project contemplated the 
exchange ef gold coins for rspees Tonr project con 
templates the exchange of gold certificates u effect, 
for rnpees Ton wonld yoorself be brought up against 
all tEe difficulties which I have gone into in dealing 
with the Finance Department's scheme m eonnectiou 
With the possible demsnd on yoorself for gold, and 
also with the difficulties that wenid attend the sale of 
large amonsts of silver In fact yon would be up 
against the sort ef difficulties which I dealt with in 
tnemorandum No 3, because the scbenie doee not 
appear to differ in that particular from the Finance 
Deportment's project 

II S$0 VTould It not be possible for yen to envisage 
a pocition whereby exchange falling to the export 
point and the Banks desiring to maintain exchange, 
they should know that with their gold Notes in their 
tills all they bad to do was to take them to the 
carrency office and claim gold for them without 
bavCDg to wait for any notification? — The statement 
1 raado at tlia opening of today's meeting made it 
perfectly clear that the Banks would, on demand, be 
able to obtain the equivalent gold exchange without 
any questmu of notices issued ad Aoc 
1I,5SI (CAoirman) And to an unlimited amount? 

— And to an unlimited amount 
11,533 (ifr Preifsn) Then, according to the liate- 
ment which you made this morning, your idea now is 
unbmited acceptance of imported gold at par aod the 
unlimited issne of gold for export at par? — No t 

said gld at par or, at the option of the Bank an 
equivlent amount of gold exchange payable in any 
country outside India approved by the Governor 
General in Cosncil and maintaining a free gold 
market 1 have 11 through laid great stress on the 
fact that the option between paying gold or eqniva 
lent gold exchange, must rest with the Bank 
II 583. If the option rested with the Government of 
giving exchange instead of gold then perhaps your 
contention might hold good, hnti wonld repeat again, 
if you say that the option of taking foreign exchange 
or gid rests with the caller would it not be correct 
to say that yonr proposition is the unlimited accept- 
ance of imported gold at par ou the one side, and the 
unlimited issue of gold for export at par on the other 
side because you say it la at the option ef the caller? 

— Ao I tav it 13 at the option of the Central Bank 
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TiTien I mkJ tie \rord “ Bank ’* irhat is infant la the 
Central Bank \VLat I read ont Ter* Ito draft 
clauses resulating tie Central Bank, and whenerer 
“ Bank ' is mentioned it means tie Central Bank 
11 5^ (Chairman) kou hare been inQiuentanlr at 
cross purposes 

ll.jjd (l/r I’reifen ) Pcrbaps it Tas my fanlt 
(To fir n tfntii ) That is rerr excellent, bacanse that 
rather cnlarj;es the scope of that clause I voold 
rejieat again that vbat our diSculty has been — and 
It IS well within your own knowledge — la the hesitancy 
on tie part ol Goternn'ient hitherto and the delays 
WLcuercr weakness appeared either from political 
criics or coniiuercial eri»es, or crises resulting from 
bad monsoons, we hare always been in the position 
of supplicanbi kVe hare had to go and presa for a 
certain policy to be carried ont, and my idea of the 
bo t means of getting away from that was to bare 
ha 1 a Note so framed that w« coVilJ call for the gold 
or for the foreign exchange on presentation of the 
Note but this morning yon hare* gone beyond that 
and you now say we should make il statutory — 
unlimited acceptance and issue of gold* — Tea I hope 
the scheme which I suggested thu> morning meets the 
point and will get rid of any question of the hesitaner 
to wl icb you refer as haring characterised proceedings 

llSed That improres that clause lauDeosely 
Now No 4 *' Council BiIU shall only be sold to (be 
actual extent of Gorenunent rcquiroiDenls On 
that 1 obserred on a prerious oceaaioo (hat all 
reinittances made to this eoaotiw are for the purposes 
of the 8eeretary of State 'Wbat I understand (he 
clause to mean is that after drawings to the exteot of 
Oorernment requirements in the bnad^t t«nt»_thst 
is to SOT preaeat and pro'pectire oa rereoue aceount 
an 1 on capital account— hare beeu made guKI should 
more to India and should form a backlog for ao 
emuaion of Notes in lieu of cterlinc securities which 
under present aad past practice bare rery largelr 
taken tl • place of ^1d for that purpose 1 point^ 
out in the initial ob«errations ou that iwint that in 
ao far as this gold was not required for interaal 
purptKcs there was no particularly appaieot 
adranloge in forcing it to merr* to fadia with (be 
prosjiect of haring to more it back again in tb« event 
of an adverse balance of payntenLi arisieg at anv 
time and losing interest hr holding idle metal in l>«u 
of mvestroenU, and in the early ditrussion wi«b you 
I sai 1 that the position of remitters from India at 
siuh times would be absolutelv safeguarded by 
atatutorv eUiises impoeing eertam obbgatiocia on tbe 


parity has been laid down the gol I and atevhne held 
»" the liidl.t of 

Oat parOT A. regards the qnestinn of adjnsting 


altogetW the ol Aec serurUK*. Jr .nKsl.tnIro* 
r*ail awets from the goT 1 standard roserre spems 
O^ reflect on | think tbe amonot of 

" “wnritie* on the assumption of a l« Gd 

„ , I f* semeihiPi, | ka 

p 1 1 standani reserve M 53 creroa so she v—. aJI 


vhi^ you contemplate in this danse would be jus: 
JO croras Dal vou bnve got a large silver liability 
outstanding, anj when yon get back silver m excess 
of 10 erom as a return from circulation, the question 
would anso as to how vou were to deal with it 
Under a scheme of the kind vou a.ssutne such silver 
would not be able to go into the paper ctirreuey 
reserve, hecan,* you are eodtempUtiiJg tba4 any 
futnre issues of curreacT should only be against gold, 
nnppocing you bad fAd sicrLng securities in London, 
held on paper currency reserve account, and you had 
got rupees in India those roipees would not be able 
to go into the paper currency reserve to take the 
place of those sterling securities and vou would be 
ID some difficnltv Ton would proliably he forced to 
recreate your ad Koe securities 

ItSdS Afte* the writing op of the secuntiro we 
would have a surplus in the gold sUndard reserve of 
something lAe IS crores of rupees would we not?— 


would have a surplus in the gold sUndard reserve of 
something lAe IS crores of rupees would we not?— 
Some anrh £** 011 * 

11 3M> Tliat brings me to the next question •• Anv 
glance remaining m tbe gold standard reserve to 
U eonvertrf gridnallv into go'd and shipped to 
India ivhat effect would that have on the con- 
tention whKh vou have jurt meotioned*— If vou 
rwived rupees bark against a redundancy of rupero, 
what would happen wouU be that goh! would go ont 
U yuu got hack move than your 10 or 13 evorea of 
twpeea you would not know where to hold then, 
because yon would have had to have met them by 
drafU OB the sterling assets la the paper eurrency 
resew. mhwh would be rn> foafo deficient and yuu 
^jU not be abJ* to fill tbeir plaee with the rnpm. 
Wanso yw have debarred them from the rsMrve 
Too would in a case of that kind I think have te 
reciyale your od hoc securities so «a to take the plan 
of tl e sterling withdrawn and the rtipees ivonld then 
«andard merre 

again I do net think there would be anv advantage 
in inlrodorisg that complication ™ 

4«f hoc securities to-dae, m the paper 
deficieociea wh^h w^ 
created owing to certain operations, we may call 

anioonl to “ 0 ‘hing more or lesa than I O U ’a of iK 
^ lu” *’ varmng interest. Is 


n ^ Then would it not be a reasonable sujroes- 
l’“" f.ri' “ “V «n Clause 5 “^er* 


atatutorv rUiioes impoeing eertam obbgatiocu 00 tbe 
Central Bank 

II Tes and the explanations whieb you bave 
tci lerol in answer to questions pot to vou tbis 
n nriiing would aUo be s part answer to that qvctioa 
I w ill pass on to No G “ Ix^al tender of rupee* not 
to l>e disturW ’ — I entirely approve of that 

11 o»S No 7 'As soon as tl e new pantv bo* 
!«Kn finallv dccideil upon IJie rupee value of tbe gold 
and sletlinc securities in tbe paper rorveRn reserve 
to J* wntten up to tl>e new paritv and a auCcient 
amwmt of securities from the gold standard reserve 
to he transferred to the paper eurrenrv reserve to 
wipe out the nii Aoc^se^nlies Would you givs us 


vre^hat tho gold standard reserve should he^L^ 
tain^ ai a .eparat* fund '» Later on vou say “It 


„.a "S’z 

would become a 4t 


leation of adjusting 
^ a hooklleeping 

L«et» woBi) „„t 

AMictber it wnull 
•I "e so klot out 


Ja.’s’s.ir." “ r 'n 

—The oj^alion eeutd not ha.e incee^ U.VetJ^U 
cole reol «,n.u Ma , , n, 


1 bo e— t' l“ee been inereesed. 


n'nM ’5,7™ 

« writing up get nd of what i« to-dav a 

v^ r®*"‘ “ ‘*‘•1 

i^untre. fro ’^ 1 ,'“' T'”* 

from the gold standard reeerve for 
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the ad hot securities, fan may caoceiTabiy find yonr 
sel! in an embarrassing piaiiion baTing In m^rrange 
>our nrcuunts to ii<ct a cinnge in ihe curremy 
position 

11 50.J With regard to No 10 jon told us sono 
dnTs ago, in repli to a question put bv the Hiaip 
man 1 agree n itli a thoroughly ofhiient gold 
standard without dcgraiiation of the rupee but you 
added and without geld in circulatioii —Without 
pi-oinoting a gold curreuiy for circulation 

U o'V) 1 would now put to you this Clsu«e 10 
“hull InbililV to legillj establish a complete g«dd 
■ iirrercy— not bifore the Fund of £100 million h-u 
leen ufeumiilated ’ It might take a period of 10 
rena or louger Will you kindly favour u_ with 
jour views on tint pointf— In dealing with my racm 
ornnduni No 3 I went into the preliminary work 
whicli IS required on the showing of the Indino 
1 iniincc Oepartzuent a memoranda with a vkw to 
csinl Iishmg a gold eirculstion in India I apprehend 
that some preliminary operation ef the kind of which 
tie linaiice Dipaitmenta memoranda speak will ba 
neiessary Tho seheroe you have been good enough 
to put l«fore me does not deal with that prepar-torv 
work to n'lv extent 1 think if jou come to com 
sider that preparatory work you will finl jourseif 
brought up against the enlieisms which hive bcsii 
discussoil 10 connection with oieoiornndum No 3 deal 
ing with the linanee Ikpartment s project m India, 
I<ernusQ you would stilt have in esulenee tie un 
limitcsl legal tender silver circuUtion nnd Ibo large 
amount of siNer com al>o at present unlimited legal 
tender in store, und nt some stsge or other the 
potential liahiUtv involved m that position would 
liive to bo tatkIeJ 

ll 50ti Wo have it in «' idence lo India that, acting 
on tbo ossuniptiou that council bills were only sold 
to the full extent of Iho Covei nmsnfs actual require 
menu, India could accumulate on a yearly overage 
between five million pounds and ten million jioumU 
of gold annuallvf— In the currency reserve That 
IS altogether apart from the social intake 

11.00* So that if India were prepared to occeft 
the nnui of cost on suvh propositions would you agree 
to their doing so‘— I do not think that the acvumula 
tion of ClOCl 030 00(1 of gold in tho way you suggest, 
even ossuuiins It lo U done without dislurbances to 
which India could not be indifferent, wouH lo itself 
cunt 1e you to carry tl rough tho operatioo because 
you would have agunst that £10(1 «» 000 Of gold an 
emi«aMiu of gold certificates m effect under this pro 
ject and you have still pot to face the point that 
there is in Indiai o liige amount of unlimited legal 
fender sil.er currency which at son» staw or other 
may come upon voii as a demand and wl irh yon have 
to be ircuared to meet The project that was con 
sidercd in Indiv in rcgxrl lo that lability *<• 
draw upon the existing gold or sterling as»ts for the 
purpose of wiping it out \ou would I thiofc, have 
to face the same problem under a scheme of this hind 
nn.l. this prtlier does not indicate how yon would deal 
with that particular problem 

II 5!>3 Way I puss to No 13 "HivTing in vvw 
.1. «tnrk nf rupees 8t present in tbo Cur 

liner twice nnd inadlition what is held by the 
Impfriil Hank of India the EscMngis Bai>^ tlie 
Indigenous Banks thv Nhroffs and nionej^leis m 
ti e Hasaars-ehetties and others .n f^e outl^ng dm 
trirls to the considerxbls amount In the igJtregxto 
which must lie eontinoously held m the custody of 
4k 4,— Ji.esnnds of industrial concerns ojieriting 
m Iiidia’^ to o'r^VaWy tens 
keepers and to 00 per ceni 
India whose daily transnctioi 
I y means of rupee transactioi 
amount of rupees outstondmf 
even nssom'wg a liberal figuv 
daily requifcc 

•” 


. of tlie popnlation of 
must of necesxitv bo 
It 15 evident that the 

j— IS barely sufficient for 
i therefore no oecea tv 

‘raplate the sale cf inr portmi 


looked upon ns a necessary reserie for not far distant 
vefiuwemeuts 1 take it you ngree with that- — 
\es, broadly siicaking I think tlie sclienie for selling 
silver will be found on examination iiasuining 
reasonable data tor absorption and an appropriate 
difference between buying and selling price not to 
offer any sufficient prospect of pecuninry gain to the 
Goveiatnciit in tl e long run to justify the operation 

11x99 (Ml Udief/ji Dadnbkoy ) I would like to 
take tuu bark to vour meniurondum No 4 I do 
not ex uil> lollow your scheme for the creation of 
a new Kewerve Wink which you advocate and which 
yoi said slinuld take over the banking duties now 
di<<liargcd hj the Imperial Bank along with any 
-MiditionnI flanking iiiid currency limction now dis 
charged bv Ooierninciit that may he deemed suitable 
foe trauxlev to the lank I gather that you would, 
if this new rteserve Bank is created, allow it and 
tlie Imperial Bank of Iiidii to continue as separate 
eotiticst — My idea is that they should be two banks 
under different directions 

11 (SOU As separate entities? — \es 

n.OOI Coverned by one statute, or bv two different 
Statiltexf— Tlio Central Bank would hive lU own 
independent statute The Imperial Bank « present 
statute would have to be reexamined and would no 
longer t>e suitwbU t( it beetiu e a. commercial bank 
pure an 1 tiiuple The present limitations on its 
functions would require to be considered, because it 
IS elexT that if it is converted into a genuine com 
tnercial bank pure and simple some of the limitations 
on Its present bDsme‘s would no longer be required 
to lie m-iintamed 

II 6(12 ^ou would Inve Coverninent representation 
oil IhiIIi hanks?— No 1 should conteiiiplate that the 
(•oTernnents representstion would he concerned 
with (be Central Bank and tbxt the Commercial 
II ink sliould be eubyect to the general banking law 
of India which I should hope would he sufficient for 
the purpose 

II C03 And this Reserve Bank will hold flovern 
ncut bxlxncesf— They would be deposited with the 
Reserve Rink, wlich would make oppropriate u»c 
of (hem 

11 004 This Reserve Bank will I nve the power o' 
Note issue?— That is conleniphted That is nn 
csvential pxri of the siheiii^that it should he a hauk 

IlGIU Will this Note issue be done in the name 
ot llic Reserve Bank, or on helialf of tho Government 
of India*— It should be m the name of the Reserve 
Itxnfc \ou will understand as I stated at the outset 
of Alemorxodum 4, that that is based on the view 
that Ihe Commission are satisfied from the evidence 
taken in India that no untoward consequencei are 
lo be expected from the replacement of n Govern 
liient Note by n bank note 

11 COO Then this Reserve Bank will not be atting 
ax agent of the Government of India in any circum 
slxnccs? Only in so far as it is emploved as the 
agent of the Governuieot of India to hold the Govein 
meat balance and to carry out on behalf of the 
Govemmewt certain otlier duties some of which are 
non diicharged Iv the present Imperial Bank riih 
as the management of debt and other things i f that 
soit wbuh are entrusted by Governments hxhiti xllv 
to tanks The bank wiU act as the agent of the 
Covemiiient m those sort of matters 

11607 IVould yon hand over all the reserves to 
this Reserve Bvnk*— The reserves would b tli he 
banded over to the Reserve Bvnk for adniinis‘ration 
Tha reserve against the Note iSbue and the reserve 
against the ailver rupee might I e held ■separntclv 
bit thev would both have to be dealt with in the 
statutory provisions reguliting the coustitiitiox of 
the Bank 

11 038 Let us consider how this Note issue question 
wonid affect public confidence Do you think if this 
Reserve Bank is permitted the power of i»ning 

Notes Its issue will carry the same amount of enn 

fidence as the Government of India Note issue? — I 
E « 



72 


BOYAt COMMISSION ON INDIAN CURRENCY AND FINANCE 


10 March, 15)26 ] 


Jlr CbcJi- n Kiactf, C D 


IConlinued 


f«J that the ftUthoritiM, whom tlie Commission mn»t 
hare consulted in India, can giTO you hotter 
on that lubject than I can Siieakme from aiicb 
V-noe-ledso ns I hare of Indian atfairs, 1 iliould hop® 
that if it was known that (he Rescrro Dank wa# 
such as to I are been entrusted by Goremmenl with 
its balance and with other lesponwhiUtiee, the public 
would hare confidence m the pronuse to pay of that 
bank 

11 C03 YonhaTebeen connected with the Deeroiary 
of State for many years in varioua capacities, and 
you also know the chequered history the note issue 
has gone through in India, and how it was the war 
emergency that bronght it into more proiuinence and 
ftTudviaWy ttade \t taow popular The notee were not 
regarded from the same faroorahle standpoint before 
the war as they now are If jou gire this power of 
i«suiBg notes to a new agency altogether heanng m 
mmd the fact that the Indian publio is accostonieil 
to look upon the Gorernment of Iridia as the 
traditional agency for the puryiose of lasning notes 
IS it not likely that you will be incurring serious risk 
by going in for a eeasure of tb« kind?' — Those «re 
most importaat considerations which hare to he 
remembered, but one must realiae that it often is 
eroergenci«6 such as the kind that you hare referred 
to that in the end da promote good banking habits 
I beliere it IS the case that in France deposit banking 
receired an enonzious impetus from the crents that 
happened after tbe Frauco-Prussiaii war, which 
induced the peasants of France to bring their saeings 
to the banka 1 On not tegard the fact that the 
derelopment of the note lasua has taken place only 
tteentiy and In oircuatta&ces ench aa you indicate 
as being soy gAsnod for apprehending that (here will 
he a setback in the note issue provided that the 
people o! Ind a are given evidence that the note issue 
IS under statutory control and is in the handa of the 
ButhoTitv in which the Government itself haa placed 
the greatest po«<ibU confidence, and has shown tbe 
greatest possible oonfidetrce by depositing tta own 
balance 

11 filO 1 put U t« this way Tlie fmpetial Rank 
of India haa been is existence for the last five years, 
and so far has done well There haa been no conOirt 
between tbe Gorernment of India and tbe Imperial 
Dank of India on the matter of ita general pob<7 
The two apprehensicms (a) and (b) which you bare 
oien'iioneh n paragni}ln Y 'nave a'aq \K«a wofivd 
It also should be borne id mind at this atege that a 
genuine central bank of tbe character which you hare 
delineated is not a possibility in India for many years 
to come Is there any objection to the note issue 
being left to the Imperial Bank of India as it is at 
praient constituted, either as agents of the Gorem- 
ment or br giving the Imperial Bank fall power I* 
issue its notes f — Tbe efficiency of baokisg througbcnit 
tbe great continent of India seems to toe to depend 
in the last reeort upon tbe creation of a strong eeutrat 
hanking institution which would bold the nltimate 
hmking reserves of tho country Ifv view is tbat it 
u desirable that a bank vested with the reepenaibility 
□f holding tbe ultimate banking reserve of the 
country should not be itself a bank engaged fn the 
bnsiness of ordinarv commercjal banking wbicb J® 
some respects may involve risks unsuitable for a 
Central Reserve bank Itismost desirable now that an 
opportanity has com© for going into this question to 
give India the best and most approved system in the 
light of modern experience Point (a) to which you 
teler in my paragraph 3 has not of course at present 
come into practical evidence, because the respond 
sibility for currency management in tho country baa 
hitherto rested with the Goremoent which is a body 
detached from commercial banking I think there, 
fore that one wants to preserve that detachment if 
one 1 ^ going to hand over active responsibility for 
varreney <»Rtrol in India to a bank— in other words 
that the hank should be itself detached, as far aa may 
bo from the ordinary operations associated with com 
niercial banking. 


11,611 Quite BO, but apart from Ihu question of 
cuireftty (of conrao the currency baa sot been banded 
over (o the Imperial Bank) has there been any aorious 
complaint by any other bank that the Imperial Bank 
of India haa carried on its trade work in derogation 
of the latereiU of any other banka in Indiaf — Not 
that ( am aware of, but you will realise that the poav 
tioa lUight bediffcrtmt if further wider responaibilitiea 
and priTitegea were to be given to a Bank which ia a 
commercial hank You realiso a new lactor would ho 
inlroJored into the mso if wider mponaibihtie* mad 
prinlegea in regard to tbe note issue were conferred 
npoit what la very largely an ordinary comnicrcial 
bank At present these privileges and rcoponaiblhties 
have not bwn so eonfetted, but tbe attitude of other 
banks to which you refer might be affected by tbe fact 
that D change in fhe nafnre of the reeponsibilitiee and 
prinlegea of tbe Imperial Bank was in question 

II dl2 In answer to Sir Pursbotamdas Thafcnrdas 
you atatod that th« Govenmient of India aa a hig 
depoaitor has a right of controlling its deposits and 
regulating general policy in these matters Does net 
tbe present agreement with tho Imperial Bank of 
India provide for all these necessary tafeguirdap— 
t'nder present conditions tbe Government la complete 
naatet of it* own depoaita 

11,613 Am I also to gather that throngbout yonr 
scheme you wish to Veep the Secretary of State far 
India auprvme to tbe matter of directing the financial 
policv*— 1 have anggaetsd that aa regards hia own 
deposits With tbe bank he should not m placed under 
cenditiona more adverse than apply le other Urge 
depositers with the bank Aa regarda general pehey 
my idea weold he that if a genome central bank la 
created provision ahonid be made for hta keepiag in 
eleee touch with tbe bank and knewiog what la going 
«n , bnt that the artiv* direction and control of policv 
would rest with tbe bank, aobjcot to the Government’a 
holding w waUhiog \ntsnet in the pdlicy so carried 
out 

11 (111 1 see year point, but can yen enlighten tbe 
Comniiaaion as to any other country In the world with 
a central bank wbsre the Government keeps powers of 
control or interference in the matter i— In the ease of 
tbe bonk of France— Sir Henry will correct ma if 1 
make s Bus-mtml^aitBt of fact— the Governor and fha 
Deputy Governor are appointed by the Government 
ao>i.wceui<i>l<urAat tonr^ ii:>>Jathfl.(hwauvme.Qf. TkiW 
higher policy in finance aa earned out by that ^nk in 
otdinwry tunes has been baaed upon the action and 
direclKui in the main oftheCovemor and tbe Deputy 
Gorertfore who are cfoiefy hi to the State I believe 
also that ]Q the case of the Federal Reserve Board 
wbid> BUpfTTises tbe operation of the Federal Reaerve 
baoVv the Secretary of the Treasury is an tx ejfiao 
member and a very important member id practice, of 
the Federol Reserve Board Those are two 
iDstaDCea 

I161S 1 quite realiso that point tbat tbe appoint* 
ments should be subject to Governmeot control, and 
they should have the sanction of the Government , 
hut in paragraph 3 you state samelhmg 
nore than that You soy "It is necessary to en 
sure that the CoveTBment should have an effective 
voice in regard fo the higher fiDOOcial policy of the 
bank though the management of its day to-day 
1 usiuess would continue to rest with the hank i 
officers *’ Too are speaking of " an effective voice ” 
Ihut means eomethmg more than the mere obtaining 
of sanctiou for th© appointment of the Goreraor 
aud Deputy Gov«UQtae_Tea, but you will realise 
that that dense from which you ar© qnotiog u tab. 
tat to tbe previous danse which deals with the 
diwhargu of an additional responsibility by the Jm 
penal Bank without any matecial change in ita 
present constitntion In our questions now we are 
not dealing -with this pontion but with the eltema. 
t re whch u referred to in the prtviouB portion of 
tbis memorandum of the creation of s genuine 
central bank and I have all through tried to make 
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It clear that toy attitude on the inbject of the 
GoTerntnenl’s interrention in regard to the condnct 
of central banking functions by a commercial bank, 
must bo different in its general character from the 
attitude of Gorernment to the conduct of central 
banking business by an ciclasirely central bank 
I cannot lay loo much stress on that It is a point 
which I brought out in my eiamination br the 
Chairman, and I would like to take this opportunity 
of reasserting it 

11 ei6 tilth tho constitution of the Central Bank 
wonld you still insist on the ultimate responsibility 
for the maintenance of the eichange being left to tbe 
S«retary cf State?— I hare suggested that a rtalute 
on the lines that we discussed before should debne 
the Tfspousihilitiea of the central hank in regard to 
the maintenance of exchange, which responsibilitie* 
if carried out on the lines indicated, would absolutely 
ensure the gold ralue of the rupee In that way yon 
will see that the Indian I^slature which would 
hare passed tbe Act concerned would hue Uken 
the responsibility fo’ the general lino of policy un- 
posed upon the Central Bank It should be for the 
Central Bank in tho day to-day conduct of tho 
Indian money market to onsuro that tho responsihili 
ties rested in it by the statute of tho lodiaa legis- 
Istare were properly carried out I hare said that I 
Dunk it u important in the case of India, partic^ 
hrir where a sort of break of gango is 
to keep tho GoTernment associated with tbe Oenlral 
Bank, as u tho case with tho Federal Ifeserre Board 
ef the tnited States, and as is the case with other 
central banks tlioogli the method of keeping contact 
differ* in different casee I think far the same 
reasons that »on yoorself hare gireo namely the 
attitude of the people of India and tho cominemal 
commuoity in India towards tho Gorern^nt 
additional confidence would be felt in India if the 
liaison 1 * rsplicitly recognised 

11 617 Vill you confine tbis maintenanee of the 
additional reeponsibility in the tnatur of eschange 
to Garernnicnt reraittaneea, or also to remittance* 
for trading purposeaf— As regard* the remittance* 
for Gorernment, for its own purposes, the Oorenu 
ment would be in the position ol any other large 
depositor with funds at the bank In other w®rd» 
it would bo master of ita own funds It would ^ 
able to express to the hank it* desires regaiding the 
translation of rupee funds mto sterling funds m 
might be required from time to time to suit its 
purposes But it is obrions in carr^g ow * » 
* • * 1^—0 funds it would be working 


rtlb^tRe ^fd"n«"of and under the inguenre of 
adruei*, that 


the direction 


1 keep the 


should only tale the fore 
mg the Got 


of the Central Bank 

11.618 (CAairmon ) If possible, let i 
eridence to a single subject at a time 

11.619 {Sir Henry iirnko.fb) 

reply to the questions of Sir Maneckji 
with the question of tho Gorernment 
control in tho affairs of a real “"‘”1 
iighl in saying that your new is that this 

.1-, form of the Gorernment appoint 

. »nd Deputy Gorernor, and hanug 
_ _ .presentation on ita Board, and thnt 

Toa'mie out'the limitation suggested in 
raodum as regards a finance officer being repf^uj^ 
on the Board who has a right of aispensoryreto, an i 
do you also rule out the proris.on in tbo pr^«t 
Imperial Bank charter n bel.ero it u ClauM^ ^CT ^). 

tf"the*poli^ of the bank does not appear to tbo 
Gorernment to be the right policy* 

116^ (Chairmen ) Before Mr Kisch rep^ I 
„ShtVem\nd bun of hi, answer to a similar qu^.on 


power of tbs Gorernment to issue instruction as re- 
gards tho note issue? ’’ and the reply was “ In such 
a case I should regard it as right to entrust the 
bank with a much wider degree of responsibility 
As I said on the l^ist occasion, 1 consider that in 
any erent, tn tbo circumstances of India, close asso- 
ciation between the bank and the Government would 
bo necessary, but I should hope that in such a situa 
tion the bask would do the work and the Gorernment 
would be able to look on with tacit approval If, on 
the other hand, tbe bank were to do something which 
the Gorernment consider contrary to the supremo 
financial interests of India which might jeopardiso 
the oschange or the secority of its balances, I coo 
aider it would bo desirable that tbe Government 
ahonld hare some right of intervention I appre- 
hend that in practice it would practically never haro 
to exertisa it* right " 

11,631 (Sir Henry Streloaefi ) It is on that very 
point I should like to hare Mr Kisch's riens be- 
cause I think he baa somewhat changed his mini 
on tbe subject since he made that statement to the 
Oommiesionf — Broadly speaking, tbat represents my 
new I do feel that in the case of India one must pro- 
vide for close association, and I think that in the 
inao ol India one of the representatives appointed to 
the Board ef tbo bank would in practice be a high 
financial officer of the Gorernment capable of noking 
tbo new* of ibe Gorernment felt, and a bo would 
report to the Gorernment on nny matter which be 
thought northy of very serious notieo It is a 
difficult qsestiOD to knew whether tbe statutes of 
the bank should give the right to the Ooreranent 
represeotalire to suspend action pending reference 
tv the Governnent, or whether it should give bun 
a right of ronreyiDg positive directions from the 
OorenuBeat I daresay one’s attitude on that point 
would not necessarily be the same now when rou 
ere starting a bank as it would be after yon had 
ten years’ experience of the working of the bank. 

I want the bank to start with tbe feeling that it 
has got tbe aasunum confidence ef the Indian public 
behind It If the view was held that that confidence 
would be increesed by ginng in to many terms a 
right of suspensorr veto to the Government repre- 
eentatire, 1 think tbat^ in spite of the fact that it 
would be rather an unusunl proruion, it might be 
worth baring for a period of ten years It we found 
after a period of ten years that thnt particular pro- 
Tision was in practice uanecessary. and that confidence 
In the bank had been absolutely established that is a 
clause which then might disappear I should feel very 
much guided in that kind of thing by what people 
with knowledge of tbe Indian public tell me as 
to tie way in which they wonld look at such a 
bank If they would look at it in an entirely 
different war if there ru a Gorernment official 
with a suspensory veto, then I sliould accept it 
If on the other hand they tell me that if a 
Goverameut representative is present they would 
bare full confidence in it, knowing tbat the bank 
will always in practice conform to any strong wish 
expressed by him wiEhout any formal suspensory 
veto, (hen I should say it wonld cot be worth while 
to insut upon such a provision I do not know 
whether my opinion on that point is of any par 
ticnlar help to yon, Bir Ilenry 

11622 Veil, It is certainly a help, but I am 
afraid it runs counter to the very definite new 
generally held tbat banks, and especially banka of 
issue, ahould be free from aB Gorernment control 
As far as I am aware, there is no bank charter 
in existence which gives the Government tbo right 
of such a rnspenscry veto? — No 

11,633 I was very anxious to hear vonr view# 
aboot it The Brussels and Genoa Oiaferences bav' 
definitely, and in identical terms, laid down tbi 
proposition? — Tho Brusaels and Genoa Conferences 
were held under tho inSoence of circumstance* in 
which Government* driven to desperation had grossir 

Erased the principles of the not* issue I cau 
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qwUs oiiiJ«fstaBd, ind absolntety with the 

proposuioo 83 a e«o«ral ci=« But in ikaliDg with 
India we hare to realise that we are dcaUng with 
a country where banhing progress is coisparatiTcIy 
recent, and where the people hare been bahitoatcd 
for very long period* to look to il>e GoTemment 
with a degree of confidence which u prohahlj not 
Toacltsafed to Goremments anywhere else 1 thinv 
there IS a difference in the case of India from 
otlier countries from that point of view 

H.C-’l 1 am supposing that a true central bank 
M set np whose charter prond.w very dc^nite 
limitations as f ir as the character of its husinesM 
IS concerned, and of coarse, so far as the n»ht of 
note issue is eonceracd To test the otihty oi SDch 
a suspensory veto or interference hy the Covem- 
ment, in what eircnmstances would yon regard it as 
necessary for the Goremment to interlero in this 
manner' What are the eonceirable circumstances 
in which the Goremment would do it»_‘nie kind of 
circumstance wonld be wlien a nnestion might an«e 
as to stiffening the rate of discount in India or 
contracting circulation. It « conceiralU (| da not 
think It IS lifcelr) that there might he a difference 
of view M to what a particular situaticm desiderates 
It «uld be difficult to sar which party wonld be 
right, hut it 13 concciTsble that there might be 
su^ a difference of opiniem, lu there hare been 
differences of opinion in this counter, resardise the 
roller of a rentral bank on t1,« part of imporUnt 
menfaem of the public at different (lines 

11 eSo. rndcr a profwrly eonttituted central bank 
the woTement of reserve funds in the iv,ae depart 
meat u snrelr a very clear indication whether eon 
traction or eupansica u adnsahle Where does the 
Careraments superior knowledge come in*— The 
CoTcraeaent would not hare inr superior knowledge 
It would be largely a qne«tion of cresting confidence 
I hare looked at it from the point of viiwr of crest 
log confidence and lending report to a partMutar 
police The fact that ther are thoroughlv identified 
with the bank would pre<un\shlr act as a pn^ 
tectioD to tlie bank sgamet adverse cntKtsni *o( 
aide and would strenglhen ita independence Tbat 
l* the position It u a guectian wlwtber the 
independence of the bank ri*-a tn ouKide parties 
wouU be strengthened br the close association of 
Goremment in thm war, or whether H wwuld be 
weakened 1 think m the eircumFtences of India 
theie IS some cTound for bolding that the confidenre 
of the public might be increased and the 
ludependence of tie bank might be rtreugtheoed. 
Non win reeliw tliat (he posiiiou of the Indian 
pediment is different from that of the ordioarT 
political government wilh which we are familiZ 
m iiirope penerilly 

It G?6 You pnt it on the >mra nf „ ■ .r t 
Vlmit.i f„i ~ on «ne score of confidence, 
have one re>^earo in a motor where voe 

beTlo .nf a ™"‘™I “f th« accebrmtor. 

ronl^t on f ? >» 

^ action at an^^m ®"‘ 

...S .v,-"”" 't 

:::S' .r •5“.. 


iiie point that I had in my mind was tins In the 

on Intia were sold without limit questions have 
•n«o of morementa of gold to India u a rroater Ir 
^ estent The extent of those movement, If Ihl 

Ptnt,„ ” ,h^'“ J?!'"”-', “"N’'' 

-..-I., . (nemoniD luin where 

let “? »I.em.t.re open to the hank It 

,t._ \ exchange to a greater or less extent 

-At u p.i, „ 'f* 

sgissHsli 

SoltiirBUch^ro"?!.’”''^ 

'■“i conro’Sd"}:::^ 

!! ^ PO'nts'-Quife so 

DatiTo cnrrT phrehisiog power of the 

oatire rurreiiCT la terms of gold*— Ye« * 

so ass you in regard to your prorusitma of reta.m^., 

“ P»r*vcu^ncv r^roo .11“? 

Ill el that 

II Atoald you de.«nhe tlie function of the 
and the other? Let ns take thl 
r^rve first and then the gold standard r^roe“^ 

^ paper curreoev clause, would hare to 1^1 w.Ih 
the fidoci^ «sue, its limitation in amount tn^.r 

part to be an essential factor of the p “ 
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to la&intain Itio external ralue o( the rupee? — I do 
not saj that those are the two functions, and that 
the two functions cun be separated in that way I 
have onl) indicated that the function of the paper 
currency reserve at present differs from the function 
of the gold standard reserse as it is at present The 
employment of the paper currency rescrie by tbo 
Central Bunk would le inlluented by their poli^ in 
regard to tbo cardinal iluty of maintaining the 
exchange at the fixed level, that is, betneen tho gold 
points 

11,CA> An<i tlie paper currency reserve?— Their 
function of controlling the site of note issue from 
time to timo would have to be carriol out with regard 
to their responsibility for maintaining the gold 
exchange value of the currency 

11 G3G Of the currency or of the notea? — In 
practice it would be effected by the contraction of 


n,C37 Or contraction of the rupee issue Canyon 
control which kind of token money you are going to 
contiact*— No kflu are getting returns, of conmo, 
■n tho two forma 

11 6.13 Fxaclly— And the functions must overlap 
The question, os I understand it, between os is 
whether you should ha\e one account which included 
the gold standard rewrre on both sides, or whether 
you should hare a note issue seeouat such os we are 
familiar with m the cate of tie other note issaing 
banks, and a second account which would bo on tho 
ane side gold standard or sterling assets, as it is at 
jiretent and on the other side correspondiag liability, 
which I suggest might be in the farm of Government 
deposits equivalent is amount to gold ressrre assets 
Tlio positiOD would be that there had been in theory 
a deposit of Government funds aggregating S3 or SO 
iTcroa, as the case might he, and on the oUier side 
thsrs would be an exhibition of secuntiea represent 
ing asesta held against that liability So it is really 
only a question of whether thoao two should be 
aggregsted into one account, or whether they should 
be ID two separate accounts The use of them would 
overlap, and the bank would have to decide aa 
fircumstancca might be, as to whether it exhibited a 
contraction of the eirculstion within tho one or within 
the other The aggregate effect on the eirculalion 
would be the same in either esse 

11,639 I want to bo convinced that tho function* 
of tho two reservea are so different that it is 
necessary to keep two reserves, because, a* you are 
aware and as Sir Maneckj. has mentioned we do 
not know of any central note issnmg bink that does 
keep two reserves \ou might equally say thit in 
I ranee a system might be adopted under which twj 
reserves are kept, ami for that reison I wanted to 
know from you what the functions of the two 
reserves are As I understand it, you say that the 
paper currency reserve is there, first of all to 8»ure 
the convertibility of the notes into the other token 
the rupee, and also to maintain the external value 
of the note and the rui>eef— That is a function 
whiih its use and lU proper employment bring about 

11 6J0 If I understand you rightly, the gold 
standard reserve is there to assure the externnl value 
of the note nnd the rupee com heciuw, as yon 
admitted, you cmnot control to what extent m|we 
notes or rupee coins woull he tendered for foreign 
remittances*— That is so 

11 641 Is there, then any very great .li»lin«i*im 
between the functions of these two reeerves? I ^ 
not think there is any great distinction between tne 
functions of the reserves but there is a dtalinclion 
between the two liabilities because tho note » tho 
liability of the hank which has issued it and tbo 
rupee which bears the King’s head and “ 
issued by the Government carries the liability of 
the Government I do not know whether Uiis other 
point bos any bearing on the case ^ y""®',*”, 

fnin the two reserves separately it coiill be provided 


that the profits on tho assets held in the gold standard 
reserve should accrue in their entirety to the Govern 
ment That could be provided for 

11,612 That IS a very subsidiary point? — It is a 
subsidiary point It is a point which just happens 
to have crossed my tnind, and I just mention it 
Those profits might of course go into tbo general 
luud of which the Goiernment would get its share 
in the distribution of the aggregate profits of the 
bank at the end That is only quite a subsidiary 
loint, but 1 mention it There is a difference 
between the silver note obligation of the Government 
and the piper note obligation of the bank 

11,643 I do not sea how such a distinction can be 
made, because under the charter contemplated the 
bank u obliged to buy and sell gold exchanges at 
fixed points against the tender of legal tender money? 
— ke* 

11,614 Therefore you cannot, in my view, separate 
the two functions It is the function of the bank 
to niaiotam the external vnlue of the rupee com 
«e well as the note? '•Ihat is so I see a very close 
resemblance t>etw>°n Che functions of the two I have 
inly auggested there is a distinction betneen the two, 
but I do not say that it is a decisive factor It is 
only an aspect of the case, and I can quite see that 
a case, and a strong case, can he made out for adding 
the two up in one account I have only endeavoured 
to pul some of the points in which there does appear 
to me to be a distinction between the silver rupee 
issued by the Government as unlimited legal tender 
and bearing the nark of the Government, and lbs 
note iMued by the bonk and bearing tbs proof of 
the bank t lasue on its face There eeems to n s 
something rather unusual in adding two things 
together which carry the ultimate responsibility of 
ditfereot authorities 

11,643 But then 1 think )ou have just agreed that 
It IS not the responsibility of the Goveraiueut to 
luaintain the external value of the rupee coin Let 
me put It in this way Let us suppose yon had two 
reserves, and, as you have suggested, let the paper 
currency reserve be first drawn npon to maintain 
the exUmel value of the rupee note or com and b> 
that process the whole of the gold securities leld 
in the pvper currency reservo were exhausted, lb«n 
would you not consider that the note holding p ihlic 
would be very gravely disturbed if they found that 
the paper currency reserve, the resersle primarily 
serving to enure the value of the note, has been coni 
pletely depleted of gold and gold securities? IVouIJ 
not (bat conceivably lead to a run on the hank and 
the return of the notes? — Tlie public would see in 
the rather extreme case which you have sketched 
that the bank still possessed gold or sterling assets 
representing the bolding in the second reserve 
Therefore, in either case they would see that in the 
aggregate the gold and sterling assets held by the 
bink wtiuld be identical Any such extreme case 
on the preeeat basis would postulate the disappear 
nnce of something like 63 crores of gold or sterling 
held in the paper currency reserve, and there would 
he atiU held SO crores of such assets ui the hank s 
accounU 

II 616 Sav half the reserves have gone— it does not 
matter wliat amount rou lake? — They wo ild see that 
the bank was discharging its obligations in the sense 
of carrying out the liabihtv imposed upon it bv 
statute of giving gold or gold exchange equivalent 
against the tender of local legal tender money If 
Midi w Bituation did arise there would bu nothing to 
prevent the bank exhibiting a portion of that con 
traction in the other reserve because I am not pro- 
posing to make it obligatory to nse one reserve abso- 
lutely continuously to tbo full no til its gold or sterling 
aweta are exhausted before having reconrse to the 
other Tbece would be 'ome discretion to the Central 
Bank antboritiee charged with this responsibility of 
earrving on the requisite contraction nnd they would 
IB the kind of circumstances that \ou sketeh out, 
alwnyx have ojien to them the possibilitv of exhibiting 
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some of that contraction m the Kot<l ilandiKl recrrre 
nhirli WoolJ then, inatcid of hoi ling 10 croiea M 
ftol I or stcrlms as*«t», liol 1 a ainallcr nnionnt uf eoW 
of sterling assets plu* a r)iiantuni of ri turned nir*ct 
11,017 Ion think thst {i easily intelliciM* to Iho 
piihlic, to shift about dmaing upon ono revrre aiMl 
another rc»er»c inrliscrimmately at the aaeet »H1 of 
the Hank lliardP— The ageregate rcsiill >i the same 
\n either case At I say, this is a rjoestlon in tho 
mam of the exhibition of a scries of transactiona 
I rnnklt, 1 do eee the force of the contention that the 
’ two might he amalgainsted, but I hare onlr tried to 
shore that there are certain faciorc stlnrfi may hare 
snme infliienrv in the other direction I fulty appre* 
ciftle that the c\n«tion is one ehhh is open to 
argument, and pMsil ly one a here different rie<rt may 
lev.itmiitetj' he held 

UGl<t (rAairsma ) I do not think there is anr 
discTcpanrr, hut It Wight lie ccitirenient to Mt K»*ch 
to turn Imck to the answeri giren on a similar point 
to Sir Tleginsld Mant, on page 42f— I sHomH W rery 
glnd 

11 MO (Chnirwon ) I do not say there ii anr dis- 
eicpsncr, but this is vhat Sir Regmal] ^fint said 
“If YOU made over hnth reesrrrs lo tie lUnk, hut 
kept them, as at present, as separate reeerres, on 
«1 ich reaerro srould the lishdily for securing etternal 
conrertibilitr rest in the first instance* MonlJ you 
hrsl apply the tiirrencr reserre to mecUng the 
demands for external exchange and onlr fait btek on 
llie gold slandird reseree sthen (he sterling resources 
of the curriney reserre were exhaosteil*— (t ) I 
think that IS the way I shonhl lonk at it, speaking 
gcnerstlr T should rely an the eentraction effectesl 
throiigh the currencr nolo reseree as being the appr^ 
prnte melhoH of dealing wuh the question of a 
reduodaney of local enrrceey —{Q ) lha gehl ataodanl 
reserm would fonam intact as toeg as thetc were 
tlerlmg rwoorees in the currency resefre*— <l) 
Hreadlr speaking I think that is ao I do not know 
whether it roii had a prolonged atram on the resources 
the quesiinn would in anr way <etno up of 
utilising the ona or the other As fir at 1 
can see at present, it wootj not hsre any par. 
imil'ir significance in that aorl of siloahnn sa 
to which teserre you irorked with, or whether you 
dirided it between the two In either ease ye® 
would bo capable of effecting the deaiderstnl con. 
traction and in cither case your aggregate gold 
a.sets, wiviiM. wnaijj. «A<t eamn.’' 'Cbnsn. tJi** 
questions and answers on the poiDt?~I think they 
gcneralU htrnionisa with what I baro taid, with this 
qualification that this mnming the possibility of 
absolutely exhausting tha sterling assets in the paper 
(urrsney reserre which I auppose, includes for this 
purpose the gold assets in the reserre, is definitely 
I ut before ne If that somewhat remote and «<• 
treme possibility came about I think, as I said in 
these answers, jl wool I be open to the eentrel bank* 
mg authorities to exhibit a certain portion of tbo 
transactiona in the other teseire The net eSect on 
currency contrsctioR would bo identical, and as ro- 
garda your holding of teal assets, gold or goM aocutt 
tics, your position would be the same in either orent 
It would be a question of their exhibition In fact, 
icntly in the mam ns far os 1 can see it, this is a 
question of the exhibition of the trsnsaetwos, and 
not so much a question of real significance as regards 
the soiimlnits of ao Indian gold standard That se 
so is not it? 

11,650 (Sir Henry Stratoich) Tea Too uieo- 
tioned a tittle earlier tiyday that yon lubaitled to 
u9 a draft of those clauses of the charter that deal 
with the obligation cm the part of the itfoiog 
authority or bank to bny and sell gold and gold 
errhanges St fixed prices Bnt yon did not tell ns 
whether you contemplated that the bank ahonld buy 
nnd sell at the one price or at prices with a margin 
such os, for instance, tha Bank of England at the 
present moment makes The Bank of Bn^nd is 


nnder a italutory ohligatiou ts sell at 77t. lOld and 
t» buy at 77i W Did you ronters]laie that the 
obligation of the central hank to hay and ael] the 
gold ahoold ho at one £sed price, or at a lower 
buying and a higher selling pr{c«f>-The Rank of 
(nglaod'a nMigation to huy at 77i IVI and sell at 
77a 1A]d , I think 1 am right in saying, rrprrsinis 
a surriral of s situation winch, to some extent, has 
passeti away. The original 77a M reprewoted an 
ollowanco for interrst during a hypothetical perio<t 
la which iho huUioci iendeted lo th« bank wm being 
runrerlol Into gold com That difference, | hehers 
t am right in asjing, represented in essence an 
Interest rhargn, Int at present thrre is im pro|>er 
apt tieation of an inteirsi tharge beewnws the 
tenderer of got I in this country rannet get gold coin 
Is not that sol 

II.CSI 1 think that ts sof— Rat lo this draft that 
I wmlo ont to-day I had the won! X grains of fine 
Coil in both clauare, X graias being tha figure taken 
f >r the parilr of tha ru|>ee as may ha suheaquently 
laid down by iKa Gotamisaion 1 did say in my 
aeiwnl ilaose that it shoull ho (that is in anssrer to 
yiiur queelinns) gold at lar, or. at the option of 
lie hank, ao rquiralenl aMount of gold exrliang" 
lias altowanea for charges payahla m a country out. 
Side tiwlia, a|iproTf>] by tha CoTemor General in 
Oiuneit, eontaintng a frea goM market ‘bs that my 
answer to the qumtion is that Uia option resting 
with tha Central Hank woaUI, nuder this draft fum 
lie goU at par, or at Ita option, equfralent gold 
etiKaaga te*a an allowaacw for rhargea in tha g<tt 
centre tonrctTied 

ll.KK But In practirw haring regard i» the great 
itemanil of India for purpoaea other than uoney for 
gab), might not that lead lo dissatisfaction on lha 
pari of paotle when they sea id the baok charter 
an obligation epon the bank to sell gol], and then 
In each case the aplion is exemsnl, aa it no doubt 
would bo, to giro gnll exrhange inatcod of gnldf— 
The purpasa ef tha riansa in tha charter is absolutely 
to anebar the rupee to gold, and it achiarra that 
object That IS the purpose of the clause. If it does 
Mt aehierw >t satisfactorily then I cannot hare 
drafted it torriwUy, but that was the primn object 
that I had tn new The demand of India tor gold 
for social purposes wnnM continue to ha met by tha 
ordinary tbaeceli, hnt in prwrticw the hank itselt 
wnul I not be ujodne an. ohligalutn. ujubuc an.w enn. 
ditiows to Isaua gold for internal purposes, because 
w« are hire coneenidl with a ataodard which will 
ohsolutely gwarauten thw gold wwlow of the rupee 

It fi-Tt Bould not the same effect be acb)ere<| by 
•oskinc It an ehllgation Tor the hnok lo hoc and sell 
cold at prices which will enabio the bank to replace 
any gold drawn froia it, or any gold coming m hr 
■bippiog It to tha gold centre to be selected, where 
yon can always get gold by sUtuto in exchange lor 
currency f— -lea 

1165) The cDeet would he exactly the same*-— 
Ihat isn Tcry Interesting alternatiro which one warns 
to consider lo that case there would he a sub. 
stantial spread between the bank's buying and selling 

11633 Certainlyf— Bell, now I wonder how that 
oanU wppewl to the public in India u an ahernatiie 
to this schcDie 

tl.CSa It ts no dittennl from your schemef— 
Fxci^t in BO far as my oeheme goes, it eonlcmpUtes 
onleone price, but there is an option with the bank 
of goU exchange The scheme now suggested, I take 
■t wouW remore the option of eqairalent gold ex* 
change snd impose, in effect, an obligation to sell 
gold on terms which would, in effect, quote the rupee 
a^a discount aa compared with the true par Is 

nfo7 That IS sof-Then I am wooder.cg really 
Imw tha conception of Belling gold on terms which 
quota the rupee at a disconut would satisfy opinion 
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The alternatire tliat 1 hare eireo, I hope-, iroilld of banag to nse tbeir gold assets for the pnrpose 

conrince the public that tbe gold pantr of the mpee of maintamuig the eaiteroal ralue of tbe rupee'' It 

was secured, and it docs not introduce tbe conception seems to me that these demands would come upon 

of selling gold on terms w bich may be represented you at the same time If that is tbe case would cot 

os putting the rupee at a discount the central hanking authority bare to fortify itself 

ll,6o3 Tbe conception may be all right hut in by a large gold holding, becauso the obligation to 

practice as the bauL or issuing authority would hare meet that demand would be an absolute cbligatjou!’ 

tbe option of giving gold exchange, it would in Theu^ it is true there would be time for replenish 

practice nearly always give gold exchange It could tng and go on, yet they would liave to be ready to 

not aflortl to give gold at one price if it bad to meet applications on demand lt> seems to mo that 

replenish its store at another? — In practice that would (be central banking authorities, under certain con 

bo the case Either scheme would presumably have ditions, might find tbe obligation an embirrassing 

the effect of anchoring the rupee effectively to ^d onef — I should require to look into the figures before 

Either schemo would do that, so it is a quealmn of giving a considered answer on this question 

the terms in which the obligation should bo under II,<>59 The same situation would arise if the ex 
taken I was trying to pul to myself how that vrould ctanga fell to beW gold point and you gave 
function We are anxious to bring out in the eichange The bank, in that case, would also have to 
clearest possible way that the rupee is ahselulelj spee that He reserves are leplcnished by an appropriate 

anchored to gold at a fixed parity It does occur to discount policy?— In that case you would be using 

mo that there might be two criticisms from the point your reserves for the maintenance of the external 

of view of the public, and one cnticisnl from the value of the rupee but you would not be open to 

point of view of the Central hank authorities The demenda from the baiaar for large volumes of gold 
public might say “kou have introduced into this on demand for social purposes In this matter one 
scheme the conception of an actual tale of goM in- has to remember that (be social demands for gold 

volving a diSi-ouBt on the rupee “ I do not know may ho strong at a time when the exchange may be 

whit the figure would bo whether it would be 2 per weak, because a somal demand is a demand which 

cent below the baying price or somcthiog of that arises from the bisaarw and the needs of the people 

sort They might say " This seems to bo a some- n o(jo But does not exactly the same thing happen 

what unusual provision with which we are not under your scheme? Supposing tbe exchange goes 

familiar elsewhere, and it does not seem to us (o ^ to the lower gold point, and there is a very insistent 
quite ID keeping with an absolute anchoring of the demand in India for gold for social pnrposes The 

rupee to a gold par " Moreover, night not they advantage to the bullion dealer then u that be can 

say that in pre-war times the GorernmenC did make go to the bank and get bis gold immediatelv , wlereaa 

a habit of issuing gold to the public if Government by buying exchange bo will have to go to London nnd 

had It, and could do so without tnconvenience that ship bis gold across, unless tbe issuing authority 

in these diva the issnea were at par, and that to cxerrisee its option, and, refuees to give gold which 

far as the element of discount wu introduced tho would, I suppcee. he distnrhmg to the eoufidenee of 

ichemo, though undertaking aa obligation (o sett the p<Mple*— IVell, tbe obligation on tho issuing 

gold on terms, was net to good as what they bad antbority in tbe diicbsrge of its duty would be to 

before when gold was issued at pir* Those would be supply gold equirslest at tbe gold centra Under the 

two possible cntieisras which T think might be put other s^eme there wosld be tbe actnal obligation on 

forward by the public The other poiat which I the part of the Central Banking aathority to produce 

think requires locking into, on tho basis of physical gold over tbe counter on deniand for con 

figures whitli 1 have cot got because I have Mt sumption inlercwlly Under this scheioe the baaoar 

yet had an opportunity of workiog out this dvmiDd would not be focusjed upon the Central Dock 

ecbeme before, is that in certain conditions of ex immediately in the form of a demand for phvsicjl 
change the centml bank would be the purveyor of |^|<] ^ver the counter It would be focussed upon 

gold to the boiaar That situation would appear to the Ootrsl Bank in demand for gold exchange which 

arise at some point, eitlier when the exchaago was at tbe potvbaser would have to take, getting gold from 

exact parity, or fractionally below parity, when a the gold centre from which ho was acquiring bis gold 

person would find it more economical to prl bis gold and then shipping the gold to India There would 

for lociil purposes from the Central Daok (ban to not be a poaitive immediate demand for gold over the 

import it from outside In such randitions might yon counter under this scheme At tar as 1 can see, that 

not be faced with a very large demand for boJlion for an important difference between the two schemes 

social purpose* which it might bo inconvenient to tbe H Cdl If the hank exercises its option not to giie 

Central Bank authontie* to meet, and wbirh they gold®— If tho hank exercises its option not to giio 

would be called upon to meet at q lime when they gold That seems to me to be the difference between 

were cither using or threatened with the likelihood the two schemes 
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."".'.‘i;™ "! ."J ih.n 'Z 
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'A "...Ml IS ciinrccil to ret' 

£^^000P_In 102J53 tlo .icluiU «<re ,u»i « 
iWOOOptW In t1,e ne« year t'iT «r, 
t- ) 500 (X¥) ai, 1 ,n tlie rurrent year tlicro i« a drop 
to Jilt -thont CJ*,0onofiO B» ctimateil In t).^ 
£Voo<.n^to^£3"^"t^«" rrom -ppmaimatel, 

£20 500 000 and the 0^^ £27 WO ^ 

net'ctwrc^'to^re** * ^“P**'*’ *»penAilnro 

Derelopnfent Scheme ''%u \oi «"od,,cl 

ndd^T’^'^l"^® <loTm,notP-kp nialhS 

outUy P“fP0*e "f fompiiting the total 

othe^''” h rcrenne "bar^ 

I^ndon ' defrayed in 


rc^alle.1 anil lanber eiamined 

«."'S *7b;vxr:t:s:vK 

aiampla at the jenr* l«2.sj p, 1003.2/ 

Wlcuted That nL'dne In )’?« fl®'? V* 

e*i>en»liiure*u' ibe^ef— The **^'*‘'®'* retenoa 

c.p.bI,of»“h rUeJ^IiLren?'!^^ ^podaur. I, 

expewliiure kiieir eanrir, 1 Undertook awh 
reqmreaf— ««,},oui.V-,/ ">urj> nouhl be 
neeonbl, ,„(} ^ ,j . , F’’’® ••>'> l**l»«timate 

-he draw np e,l,“.t« to . A"^»‘«"'*^rneral. 

Tide, foe aiMr rndneo^l ? “ *•' 
n^alurat Giat the artnali ,LuM*“h 

5:' 'T" ?. ' 

11, WS Therefore if iJiern <• ... 
no reiaon to aunposo that .t ’“’’lalion there >s 

the company, inlereit m th hoy 

Raitway, ineoleinrr *" *. ^®*hi.Cmb8lln.KaIka 

l«l Api;. New U ®f £3 000.oJij on 

»i)hm m eurrent j ear charge, ma» preur 

t-ec^r, of s/,.. fn'd“f "f. ‘® Put th. 

«u«de at the time of the BudreJ estimate 

?“"K •» hr as tl.e Sc^ret^rJ of State I ‘■’^ 

lopds n <cn«rne<l « >t?-lt P“i 

regards the ttietho.1 of finan \ ” “P"ct ai 

«n retnrd to the monsoon m "r'lTT*'^ '""r Jiappen 

condibona whwh may or may notVj'^ '" «» 

^•tusrs.;; “ -SW."; '’"sri 

-We" tVl “„-V<"tmn nhicb anoT,« .1. 
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cent P That raiMi (luestioiii of i^Iicy, two 
of wliKli I liko to ImiiB to jour notic** 

Tlio first one » that »t >ou !«*'« l»tR« anvounU 
in India, a« 1 Kallicr la ■iii'iiesled, instill of 
UrswiBK tlioM o\er to this country under condttloni 
wliicli nro f»ToiiTaWo, you niii.Ut find ynuraelf tinkfil* 
to bring tboso fundi om to tbli country I»t«r wboii 
you need lliera urgently owing to « rbango In 
eaebnnee condition* TbeteCoTe juu »««t t find jwir* 
self short of money on tin* iido and full of money on 
that side with the result that (ho extiendiiuro to to 
financed on this side would have to 1* pwrded from 
other sources, presumably sterling loans, to th« di*> 
odiunlago of the taipsycr of Indii, since they would 
not hOTo idleeled the rcmiUanco iz hvpofhcit at 
times when it could baTo been fatourably acUered 
That IS ihn first point The second point I suggest 
bean on the proper «*o of OoreTotnuM deposit* by a 
bank 

11 , (>'>7 Iiilprni|>tinK yo" I !''•* want to say (hat 
the Inifirrinl Hunk doe* not eafflo into thii dixuasion 
at ail I want >on to eocwiVcT only the cenetal taz* 
paver and the rnmoiercial cornmniiitv in India, and 
ha\c nothing lu do with the lmp<rinl Itank St 
presentP— ( am eotuiidering th« putitiun of the money 
m-irket in India 

U I lliink that come* in (he first cunsxleralion 
nhich )ou named?— The first consideration t named 
was the possihilitj nml (he likelihooil under s<Hh oeii« 
ditionx iR certain caam of cipciuliture on behalf of 
India liaring to be Rnaiiied under merv eztroragaot 
and less adrontageou* condillon* for the peopto of 
India Th» locnnl consideration to which I wontd 
draw nltcntion is the Use of Oorernnirnl balsnceo for 
the purpoM of eitsiag th« money situation in India 
In this country— I quote from the Oisirinan'o booh 
tm " Tha Bjstam Sationsl I manco ib* tositioo 
u that " Publio depceite at the Hank of Imgland lio 
idle Neither the rreasury nor aar other Oorem* 
(Mnt Department, nor (he (lacik on l« twhalf, make* 
Biir tiie of them TIi«t nro credit which ■* not ***11 
able lor trade or any other purpnwi until it I* paid 
out agAin and released " That is n piviition which 
has not applied altogether in India hiilicrln and 
there may be good reMon* for not applying auch con< 
ditiona in Indii, but it ilaes seem to mo that tho 
Qaicrnuieot dcpoaits, winch hare to bo alMolutcly 
availnhlo lE tlio Governinent UnuUs fit (or (roiwier to 
the otlier sKle, ought to bo used With great discretion 
■ n tbo way of easing the money market in India, and 
that any policv which miglit lead to the moaicy not 
heing nvailahla at onco wants to bo very carefully 

11 eaO With regard to the first eotiSKSerntion can 
voii give us any cuncreto instance from your 
experience during the last few jears (hat in n pai 
ticular yesi, if the Oorernnient bad not remitted lo 
largely and had not kept auch large balsnres here, 
they would have suffered later on? Can yon give one 
or two instoncen winch will bear out the approliontigD 
vou have inentioned? — I do not know whether the 
question is one winch 1 can really answer, Wouae w* 
lire judging tilings in the light of anmewbat iinuanat 
events The event* of the lv*t tew years, under which 
India I as h id a «ei les nf faiourabl* monsooiM on the 
iihole and under wliidi eschang* In* been generally 
rising, are events w'lKli d« not aWava eniww, and if 
you have a condition of things in which that favour 
able cycle is iiilerrui ted, it i« clear that that great 
advantage may ho tlirnwii away bi leliy or cmmaion 
to effect lemittnnces under conditiuiM whieli aero in 
fact favourable 

11 700 1 do not tie you down to Oie laal tbtee oe 
four years Take the prewar jears CiWiwder tbs 
question vmilcT nannal condition* and aeWt any 

* Th^i^h belsncee from Jan* to Oclotier IKS, 

ollSOCCK' W fnomiMl) r»'»ed in 




norma) prti »I you JikcP— Iii (hli kind of tnader ono 
has to Im jirrparid lor driiarliirm from the itnctly 
normal I do not know how far it I* roa»on*b!« to 
*ay that India enjosi iinrmallv gomi monsoon* Tie 
cavvirn new ul A bid in iomkui live to be regaribd ai an 
aveat which, eonicUnio or ulhrr, must «cur. It way 
occur with moru or )«« frequency or with more or leas 
M'fioiMni.M ,\lt Hill kind of nriinn ii an iniiiraww 
BKairwl an Interniption of tbn farourable cycle of 
III Ian Iraile It is char to mn that if you had any 
Mt-lnclt at any time Ibe fact that remittance* hml 
been «(Iect«il (a adranc* would ba found to tho 
mlvantago of Imlia 

II, TUI 1V> I tinJrrvtand that the uiity consnUralion 
which the Covernment uf India bad in mind >n send- 
log sneh large aiimnnU here, nnd whiih rau*e<l the 
Sccrviar) of hi*(e to mainlaiit large tmlancn, wat the 
anlirlpatton nt a tail wionaomi in InliaP— t should 
aay the object of Ibat Was probably twofold-first 
to safeguard the intsrvwU of the Coreromeot fa tbe 
ovvnt of any unfavoutaUn aitaalion devvioping In 
tho ordinary current of Indias trade, and second to 
avoid, so far as powibTe, (be ncod for borrowing {o 
aterlifig, when funds could in practie* be provided 
from India. It baa advantage in tboao two diroc* 
tioni, because, as i bare sai I on prevfooi occaalsa*, 
itve babit of the Oo*«(nment, which always ho* largo 
capital eipaoditure to incur on Ihi* side, is to budget 
that la the loruing year any esceiui drauinss above 
what t* r«>|Uirc<l for immediata purposai should bo 
utilised on this side in re<luction of or fur tb« 
aroidaiice el Irush debt on this side Ro we always 
I iidgct eacb year In mop up any surplus fund that 
may bare Wo draws in a prerioua year. The 
AcroiiaUal-Ceneral babiiually framca hi* nlimalee 
H> as to bring bis balance d^n at tb* end of tbs 
fiittliivuiiing year to the niniuioiD required for Uio 
condtH-i of busione 

ll.fOS kou are unable to give me aoy figure* ro 
gerdiDg a jiarliriilar |wrio0 that you may haro in 
nMnd*~Not wiihniil IcnVing wp the mailer. 1 ran 
only say in tlime last few years the policy pursued has 
been of gnat advantago to India It w due to this 
fact that Indie be* been able to get along without 
furtlicr slrrlmg borrowing It is becauxo wo have 
been able to drow tbiwe largo funds from India at 
appropriate Koton* tbit since May, 18ei, lliete has 
been no sterling borroulrig in (his country Me have 
•iloally been oble to frame tho Hudget lor the year 
)IC(t-3T on ihe aaoio asAUmptios, cleapilo tho fact 
that »c ore buying up thia railway, and conUmplato, 
it alt Ro«» well, the repeyment of the balance of 
the ilcriing loan which tho Onreroment bos the option 
to repay m the autumn of this year 
It iO!l Wlcn we* the Vast leen raised here?— In 
May. 1923 

Il.TfM Bibco then you have not found It neccosery 
to borcow any more here?— No new borrowing There 
line* been some renoirals of railway bond*, but that 
u about all 

11,705 ((.'hnirman ) tervRarJs your first considers 
tion, let mo refer you to the Final Report of tho 
Chamberlain OommiMion They say in pnragraph 
153 •• Again, jl lias hecn urged that tbe policy of 

grsQlins loans in India may interfere with tho re- 
nvttenc* of Oovernment fond* to England at the most 
favourablo rate," and in paragraph IW Ibo follow 
mg oreument is iidvoncwl " M hat la in the minds of 
thoiio wIhi urge thi* ohiection u thwt the grant of 
Ioann from tie Indian buinnccs will reduce the de- 
mand for Council dralU in tho busy eeawn when 
eirclinngo .* at its bigheit, nnd that eonsequenUy, 
t^ro will be n toss when tho Secretary of State finds 
that ho he* to draw money to I.ondon at a les.* 
favoureble aenson It appears to Ug. however, that 
tv* effect of such loan* ennnol be to reduce tho 
eo;reg»tc omonnt of Council dratu sold, at tbomoat 
It can mult only in n ■luftinB of the sales from 
OM part of tha yeuT to another, and it i* not clear 
that If tbe eschango in consequence falls nt one 
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■^c*. 1 tliink >» »o Mnj I cn* »«m»Tk «in 
llm Rncn 1 »a« t-'Kl il n f*<-t «>ial wa» *a»l t» 
ni» bK> 'v»» tVat an rarlu'ice truV.r ihirU ■ai>\rt 
atnnl Ihit lliffc *M a tcrtiin ani-mnt of »tort«ng 
to Ik? n..iiiiriHl l.y C«iv< rnno tit »t a torfuo rMo, and 
that Iho allocBlioii of that aniiiiot a* ll« 

(Xtii-int.o Hiks wa« to noma rstrnt vtihtn tk* 
.U'orrtioii of tlio rxphance I mVor nho mu.ht Ri* fifat 
to om* lank of to ntiolhor B« ih. rano Ik» *i>J 

ili'H'o.n of ln« Piohans," tl o ii<*t inHalrwol miRht 
Ik jorliapi at Ipsa faioiiraHp ratpa It *a> put to 
tno that lUiK RPtatiR nicnl <U t not g.I«r*T( art with 
IRilorliality oa Utuwo tha IttVa aoPitiR that it 
iPiwtnt thp f-*pliaosK I rot,*T with a mtatn atonnnt 
of iliM n lion in tin an» of (li»po«iiiR of tl o I iiain»»» 

11 730 That iniliPatM ai> arsumpnl fai-ont el 
n >\alrin of (iiillip tonOmiiR inalonl of that of 
irirnto |.unli-iapa-Tlat la a.i 
1173* <®if f'«f«K ifnui f la Tinluf f It 1 I ttioutJ 
lil(» til nib a riiii-Mion rpRnrdinR tint ttiatinction to 
wimli toil Trfpt in pataRTaph 0 Ikmill thoTo V* 
nnT n1 jPrtinn ukon atarlinc i« purrhtiuHl in India 
to tJiP OoTcrnnionn itipulatinR that ropatw woolA 
mt If I till to tpehrcri not on tho Dororntnoni'a 
list unlil nftpp tho fWPtpt of »t< tltns in lion.lonf— 

I tl mk I) at uoiilil In* a romptipatoil trarwarlion II 
aouU WPin that nn atranc'mpnt woull hara to W 
madp in India firat and then lal^Rrathio rommunii 
rttion hfro Bid then a fiirthrt tilpRraphic torn* 
rnuiiipntiiiii to indipnta that atprIinR had bo»n 
riiponTd It would inlrodui.u a forthef pias-o of 
titapj inorr into tlo kIiciop 
11 It would brine in all who wrro not on tho 
Oorornmrnt Ii«t aud to that oxlont wool I onablo 
OTorjliiuli to toodir in Indiaf— It woull haro that 
ndtanUite at th« m»'t of tho adlitioml rompiiralioo 
11(1!) Thnao wIib do not haio tho iintiUeo of 
beina on th» Rotffnniont Utt tniRKt Iw gtooti tliat 
option It would oortainly preroat ihrir bome out 
nulf— I think it i» dositaWo w taio unifomitj in 
thiMi niattoM It tnieht bo rpprnpnlod aa in> 
ToWing a dittinction l>etw«*n tlraao whom Ootarn* 
niont trusts moro and lhot« whom tho Oorornniont 
tTWita iosa anil thoro tnay always ho a V'**'”*® ** 
ho dwidod as to whothpf pcoilo wsra Rood «noa. h 
to CO on |o tho C.oiMtiToent litt or raV. 

11,740 Rhirh do 300 think would suit tb« public 
hotter— lipinR unablo to tender at all, or bring ahlr 
to tender with one additional condifioof— I dare aac 
some miclil prefer that 1 do not IhinV »l would 
be a happy or oonrenient arranppment for the 
BUtlorilies who had to Work it They would ho 
suhjerteil to very awkward questions 

11 741 f'l.r rtaitiall l/oaf) I tindcrstood yon to 

Tppomnieml that remittnnpes on behalf of Oo«ern> 
nent shoiill ho iiinJe by the hinV by pnblie tenderf 
— Tlint public tender should lie reeeir^ at Iho bank 
for the habitual weekly remitUiu-ea. I did not 
touch on the question of intermediato mniltsiipee, 
because that question lias not been raised but I do 
Kintemplate that there would neceasanlr be wime 
arrnncenieni for intermediate rrmittmaes on tho 
sort of lines we hare lieen familiar with in iho post 
It 742 I want to lie quite rlear what your aphemo 
IS IVouhl It be loraiiulsory on the hank to make atl 
remiltaiipi* on behalf of Oorernment either hr 


rhafW tflt to the iipfwr goU |«int th- banks' 
O|,erationa weiihl bo arroniine t> the denianJ of th" 
l>ubti« Aa far aa thw lUnk'a own buunoM was 
niniwrnol, they woull of courw nndupt |l*eir own 
o|,^ationt with which »o woull pot be yotiCT-liMKl 
ji.sfX lie arc rTuiRing a sjitem iirlef »hi<li a 
han^ wool I hare undrrtahen lie rnpuniiUlily of 
niiwtinR lie rrqtiirrments of (.oTerntrent on this 
sill' Houti it fiol unduly tio the handi of the 
bank if •'•fr t" require it to make all remit- 
tanfea o® behalf of the (lorerninent in lie way you 
l,„e dewriWf (*nn’'"inc t*‘e I'atk lad lir^jo 
atosling reMJurrea on this side and the O iternromt 
wapte't ® latwe remittance U niight suit the bank 
tA i<iabe ocer sterling say, from llie mirrrnre rtw, no 
toah*®lt a eiiTt\w(K?niling roiitsailion in India with, 
nnt railing for ten ferw 11 hy si out 1 ivit the hank 
at liherly to tarry nnt Ite trarsaction »n that 
*lo not think you rould esritxlo Irana- 
actions Wing rarriesl out id that way That wcull 
in elTerl reprewent B aati of etrhange to Oiiern. 
liM.nt by lie rewerte, there Wing a corrr«i“>ndine 
adjuatnient in the reserro in India whirh woull be 
iminnliately announce,! in the following Vo.e issue 

return That Is a® operation whirh would par. 
Iirotarly nime ibIo eTect at times whrn errhange 
wa* 1 >t aiirh a« to ensHi you to make reiriltamwi 
in the o)>en market I’resunabty that operation 
ao®*! take plaim when exchange was weak anl 
Cor^mment waa not able to sell drafta adrav 
taf<*"“ly> a"'* an operation of enrttn*^ eeoitsrtmn 
wa* heiag rarriM] oul—sf I follow yoor meaniag 
euymtly 

II 744 leu talk of t)>e Oorernment selling draftjf 
-.i meant the hank selling drafts on Whal! of 
Oorernment IVhen it night hot W oenyoBionl 
for the Oorernment to efJ«»t rrmiilsnoes in tho oiwn 
market. th« opersiion might be effeeted ly rerreppy 
mOlrscimn In India against tlis release of sterling 
on this side, if I ondentnoj you rightly 

n,7fS The hsnk might renceiyably ofTer the 
Coyernment a Wier rato than it could Rct ly selling 
drafts Is nut Ihsl a eonpcirabte |K»i(ion* Kup- 
p^iDR the hank offered to make oiet sWriing to 
<„*Terament at the upper gild |«,rt would n>t I‘ W 
to till adrantsite nf Ciereximenl to ..mtit O 
rate --twuming that Uorernaieot coull net ull m 
th* open mstket at the upper gold point If it 
eerulJ »c« in the market at the upiur gold point I 
take It there would W no hnanrial gam or Ices 
•ilher way if that was the rate 

1I.74U Yon cannot always tcR, when you inrite 
lenders what rate you will gel and if y..u r,.uld 
get the top rate Without a tender why reeert to 
teoderf— T suggest that the lisnk wouH not lie 
likeli to offer sterling to Rorernment at that rale 
u«ib» It conll see Its way to replacing tho sterling 
pc the sole of exchange id India on at least as 
farourable terms It seems to me the ni>erstion you 
,fe sURgcwImg IS moch more likely to romc info 
pCidence when eschange is weak and 0,>rcrntiient 
vidies to stand out of the market and it suits the 
bank to contract the rarrency in Tmlia 

U,T47 Itould nnt it meet the cnee if you cm* 
jiOwered the Oorernment to require tho bank to call 
rpr temlera if iho bank rould not otUenrise offer 
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11 ->% Tlierefor*- I Isip i« it *" ** 

left largelT to tbf discretion of tlio centr*! liank ho*- 
b^t to arquiJ-e sterling®— That u so 
1) 'od J» not ll Tkt)ier a qaemon of m»TS niCnco * 
\Vh«t* vs the market for Sterling exchaiiRe* 

li It in India or w it m lyonJoii and wmll it not 
be desiraWe to coJirpiitmte. s> Ur a% possible all 
esehangc transactions in one — I think tlinl 

■wouW he genero'ly so 

JJ,7S; Well, if there are. «* no doaht there are 
II s-ery large pnmlier of transartions in slerting 
ejcchange m India is it not for that reason fire- 
frrnble to roncentrat# the mrVei in India rether 
than tn tpread vt to liandaii to far m tViTeriiineol 

remittances are ronrernml and to India as far as the 
remittances to the inflimnnitr are roucerned ■hich 
are lar greater than the tiosernment remitlaoees® — 

1 siwak under correction here hut I ain under the 
impressinn that it hs< been recognised that l^ndon 
IS the liggest single centre fur dealing in mpoet 
11 “oS Is pot that contradicted hr the fact that 
during the last tsto scats ( think, the bulk of the 
sterling transactions of the Cos-ernment srere carried 
through in India irithmit inmnrenience and wilboot 
any detriment to the Exchequer*— The actual etm 
tract baa been eSeeted in India but ins TteoUertion 
IS that on tome occasion the Curernmeni of India 
hare thenmlres slsted that tmndun is the biggert 
single centre for dealings in rnpeee 1 might ha 
able to turn \jj» that reference |{ I srtre psesi » 
muple of minutes to do it and it night he of 
intemt to the Ooumiaaion 
11 ISO 1 am rather struck aith the idea that the 
market aliouU be «here it *d\ giro tfve geeste^ 
aipount of conddence to (he trading eommuDity 
nf the countrr —Yes 

II TuO It that la taken a< a hstia tar decttioa, it 
reema to me prette clear that it esueea tesa div 
tnihoDcv if (he tenders srere opened m India and 
tlie escliatige banka *ete to send out their eablea 
from loodon rather than force the Indian commercial 
eorntniinitr to send orer tlieir ca(>lea to London 1 
ciiW aoggsst that the long espenence »e base tad 
of Council drafts sold in London nthovt anr com- 
lliint camea prett* nell srith it the implication 
Ibst tVif anangenent vaa eitceinelr ’aefl austed to 
the needs of the principal customers i e ihe ea 
change hanks ami large firms trading with (be East 
The ivV that for gesxraiiona Loniois **s a«T«pted 
without anr question os the most cooreoieot centre 
seems 1c me to indicate that I/indoii was the nght 
centre 

II '61 Ynt has not the euternsl trade nf India 


iRtemta «*f the fioreroBienf I /ce) that the 
iBcthod would bring wiih it disa.Waiitasws ■ohicU 
fieib^ps woutsi towe than owWeipfi the ailrantages 
11 7CX Ion s<»* (he difficulJic**--! m>c that It 
vouli niiKale m mmh agsin-t the imUpindeni-n 
of the hank that on the nliolc 1 Onnk one slioiiU 
tiy and ip>l on w>lb il H anr disaMcr ihrcattned 
one would luce to consider the iifxition Tliat is 
what It reallv amounts to but 1 .•lioiild hoi-e that 
nercT would arise 

11.761 It the end of sour pnragnph D of Toiif 
fiienwirandum you tHmtntnend a dinnitiiiiiti'ui 
l>et«een lh» Oin'icil'a funds la I^ndon and sCerfing 
purchase tn India — Prrliajui the incmipg of that 
pbrau* i« lot clear I do not m-omnicnd di'i- 
crimination Mhal I say u thit at j resent ns the 
Cocorwnewt. ru^iws. fwtoti! u teccitee sUtUng 

the Carernment in fact has to discrinitnate in rcganl 
to the firms with which it will deal noir dcsling 
with suck bfiBs a» are w» oWIulels I'esond qiw<tion 
that It «M» pay tliem before thee are paid Tliere 
IS actaallr at present diimmination Il'hat I am 
anxious to do is to avoiil anc peed for discTiinination 
11 7CA Hut in the prereeding sentence rou con- 
trast the diffcrePre letweon the IPOf — lea 
II T6C Mac I ask what »* tlie lotercal which 
generally eltpses between the times wlien rupees ahj 
credited and sterling is paid orer fo (l«» Gopeen- 
mem®— rnder present comJitioni I do not think it ts 
w tsatVer as a rule et l^cvond nhouV threo daet at 
man (hough there hare been perasions bJior oir/ng 
to the mfliing of the holidars the porml Jiaa been 
slighlW longer We hare taken the new, I think 
up to date that there thonhl not l,e gne prolisged 
•ntercal. and it has Wn earefulle watrhei] that the 
■Rterral should not be longer than a matter of a 
few dacs but n roar go to two or three dm 
tl '9, It not the toss to the taxpayer a real one 
in that ease?— There Bigbt be a slight lam to the 
taxpaeer m so far as the delic lo receipt of the 
steHing rmans a little detac in the time n which 
we can inrest tbe vroceoU here and Wgiti to e'cn 
interest on it Tliat was not the considcrntiop 
primanlr emphacised but it is a point 
II 76^ That IS n jioini but that was not realK 
the point coo had in conueoiplatiAn®— L ws-a tvtA 
addressing oitspI/ to that point but now you mention 
It the sooner ftoTernment geU psid the quicker 

doe* It begin to eatn interest on mix wnrptnx foods 
that it mar bars temporarilr 

1170 (tir lUmniUr Hurray) I think in reply 
to the Oiainnan rnu indicated that some ecihanae 
1 snket had cnmplaineif about tbe miMrenlion of « 


tncreiued hr leaps nnil hounds during the fast few 
sears and has not therefore the proportion nf 
{(OTernicenl retnittances become relatirelr sioaller 
and emalUr frota sear to rear*— 1 cere mosli donbt 
that and for this reason In the otd day* tlie 
fiOrerniDeiit habitnollr borrowed m I,ond>n (or its 
pterhng capital npemlilute I suggest that we 
iniglit find on exaniin»tion if we were to look hack 
20 rears that the aniount of reniitlancee ftniD India 
to Ixindm for Goremment were more in the reigli 
f-onthood of 25 to 24 mitCioM a year as eompited with, 
present 46 milboni!. I think tbu year a fact wbirli 
s lows I tliink that the extent of tbe (Sorernment 
demsndi fi>r remittenee* has foKr kept pare with 
the ra| arity of India to supply (hose (gnda for 
Intlini purposes hr reason of an increase,! rolniae 
of trade In fiil ifie two wil) be seen on aaalrsa 
to l« cWely connected m essence 

11762 (<?ir 1/onrr(,i p-i.l ,} Say ) How do s-m 


broker between him and tie bank as far as sterling 
purchases were yocicerned? — He representeil to pie 
as a matter of fait that on m-cosiniis there wv, a 
broker loterceoiog wfni might hay* a eertnin nmoout 
of diacretiow in the wsv of disposing of the husiness 
He made (bis ofserration to me not in tbe war of 
olficraf eoniplrmt hut ns a romnient 
U»«0 Who part the hroket®— I tW 

seder of sterling pays the broker in the first instance 
11771 Simeiv (ho exchange hanif — Tbe ex 
change hank, I nndersttuH 


11 772 Tbe esiliange hank emplors 
therefore adds to the cost rf tbe tram 


broker and 
ciian a« far 


as the exchange bank is concerned*— 1 take it that 


II 771 It IS the iise that 

from tbe IniperisI Hank® — 1 
11 774 Without the inten 
I hetiere m> 



MINUTES OF FVIDENCE 


80 


1.* i/orfA, 1016 ] 


ilr CiciL II Kiflcn, C !) 


[Conlinufd 


]nrin rato ami tlio UerKbttl Committee reporteJ 
( MM3 in I'i'iJ nml tbe Fonler Committee reiMirted in 
lMos»_Tlie rite mcnlionwi *«» that Hiepted by 
l)in«c bmliOM 

11 ?0' 1 wish finally to draw your attention to 
the reiommendations in paragraph fifl of the Fowler 
III port ‘ We are therefore of opinion that llo 
perniAnont rate should bo that whuh has been 
adopted as the provisional rate in the past, and 
which u also the market rate of to-day, ns la -Id 
for the rupee The word there used is “ i*er 
inment ’ The Fowler Committee adopted tlif 
Jf /octo rate, because far six years it had been 
indicated as the temporary rale The Fowler Com 
iiiiUeo furtler said that it was to he the permanent 
rale That rate ruled and very efferlively, for 
ahoiil 20 years You recommend for adoption a 
new rate wdnch has been acted up to by curtencv 
nianipulafion. and which has ruled onW for eo« 
year simply because it has been the ife /icfo rate 
for that one year*— In making that recommendation 
to the Commission I coupled it with the necessity 
of the Cbmmission assuring lUelf from those 
authorities most capable of ginog an opioion on 
that point that there wiw no reason to aolicipale 
a raarkcil change in the purchasing po»er of goM in 
the period ahead tVhen I made that remark I 
referred to the prospect that the Commission wonid 
have the advantage of diw-ussing the matter with 
the Governor of the Bank of Fnghod, who i* in a 
better position than anyone eUe to give an opinion 
at lo the prospective course of got I prices 
11 808 I will deal with what voo have just now 
said That again is a question of regulation of 
prirea be eurpenev nianipolnlinn y®" "**• 

rejected as a practical propoiilion for India la youe 
nimotandomf-I have rejected as a rrartical pro- 
position for India that the Rupee should ^ left 
iiBharoested to gold for an lodefimte pen«d ^ 
that Its eicbange value should be regolaleo by 
management with reference to movemenU of pricws 
T have rejected that as a permaoenl policy 
11 900 In fact, if I have understood 
whot yon hive m-otninended is this, that 
future you are not to change your .J'CjdaU 

roiir prices hot you strongly recommend the Com 
mission to take into consideration the question of 
prices and variations in prices up till now in Baing 
the ratio at pre^nt*— I do Bot thioV that a Cora 
mission charged with the duty of making recora 
mendationa regarding the future rate of the rup^ 
can Ignore the actual ruling rate of •“ 

other words, Ihev have Co deal with the facts of the 
present day, and not with historical events and 
changos of the past 

n 810 Can you tell us of any other countries 
which ha>e taken Ihie into consideration countriw 
which had sound currency systems after the 
trmiBt.ceP-I suggest that the Belgian GoTernraent, 
the Italian Government, the Auitnan Gorejrameot 
and the German Government, in dealing the 

future of their exchanges, hare had or wiU have 
to oav regard to tbe actual relations of their 
current to gold at the time -hen the, fra™, i^.r 
future currency policy I am only saying tliat that 
IS a consideration which anybody has to take into 
account Of course, I ought to add one word re- 
girding the interesting fact that fhe rupee exchange 
IS the only important exchange of which I am aware 
whose gold value mav perhaps be penoaaeBlIy 
raised The great depreciation in the parching 
power of gold means that currencies which fcave 

retained the pre war gold rating themselves reflect 

the depreciation of gold The Indian exchange 
even if it is fixed at Is Cd , will share that par 
ticular phenomenon with other correncies the 
difference being that some portion of the gold depre- 
ciation will not be rnflected in the cunency bat 
It wUl not altogether be absent from it, heca ise 
Is 6d does not comiwnsate by an, means for tlio 
full depreciation of gold as compared with Is tJ 


11 BIl Do you think there is any parallel between 
tbe curreocj systems of Austria and Italy to which 
yon hate referred and tbe Indian currency system 
which we are considering? — The parallel is that am 
countrv which faces the problem of giving a per 
raancot ratio to its currency must take into account 
the actual relation between tbe internal purchasing, 
lower of that currency and its external purcbasiri, 
lower in relation to gold at the time when it 
undertakes fixation In that respect any conntri 
has to consider this problem in connection with tic 
roling level of prices within and without 

11,612 \oQ think we ought to take a leaf out of 
what has happened to the currency systems of 
Germany, Italy and Austria to which you huic 
made reference? — Nothing of the kind I am not 
suggesting that India should take a leaf out of tie 
history of those countries in regard to their currenii 
depreiiatioii in the post but I think that whin 
countries including those coantries whose currencies 
hate liad such a chequered history lately, under 
take the harnessing of these currencies to the 
element which is still deemed to be the most stable 
in the world, namely, gold, they all bare to consider 
at what exchange ratio tbe internal and external 
purchasing powers of their curreiiiv will be equated 

11,813 I look It you quoted those countries 
becaoie you thought they offered parallels to Indian 
eurrenev?— I quoted those eurreueies lo response 
to a question as to whether or not other countries 
faced with the proMem of lurrencv stabilisation 
bed to consider the relntion between those currencies 
and gold at the time when they had to face the 
problem It seems to me that all countries facing 
the problem of currency stabilisation have to con 
eider that aspect nf tbe reae 

11 8H 111 that queitioD I said ‘ lountriei which 
bad sound curreniy systems after the Armistice'’ 
I did not expect you to refer to those conntnee 
which offered very little parallel to the Indian 
ovrrency system You referred to a permanent rate 
AAlitt It your definition of "permanent' ? What 
was looked open by the Fowler Oomniittee at per 
maneat in 1893 you are prepared to recommend 
to-day should be changed for what may he recom 
mended by this Oimmittee in 1926, end in 1929 or 
1930 you nav he prepared to recommend that what 
this ^mmittee recomraenda now shonld be changed 
again What IS the value of the word "permanent 
tbeof I think you used the word " permanent '' in 
a previous reply to roe, when you said " permanent 
ratio f — By ' permanent *’ I mean that it should 
be embodied in Btatoto and regarded as unchanging. 

11.815 Unchanging only in certain circumatancee, 
or when? — I cannot believe that tbe Fowler Oum 
miasioo foresaw the world war and oil the catastro- 
phic oircomstances that it led to The word " per- 
manent ’’ as used among people means permanent 

in so far aa anybody can humanly calculate 

subject to the limitations of human nature AHiat 
one means by “ permanent " u that it remains for 
all time an far os one can reasonably foresee That 
IS the object of laying it down if a world cat- 
astropbe occurs tbe firm resolve that it should be 
permanent for nil time may be incapable of being 
maintained 

11.816 Am I interpreting your meaning correctly 
if I say by " permanent you mean “ not liable 
to change unless it has to be changed unaioidably ? 
Is that what you mean bv ‘ permanent ? — Foless 
it has to be changed unnvoidablv 

11,8)7 As the currency systems have broken down, 
eg, m Germany, Italy or Austria or an\ other 

staucee arise which make it unquestionably in tl e 
intensta of India to reconsider her resoKe to hnhl 
the rate permanently 

11,818 From an economic point of view?— From 
the widest possible point of view 

11819 Namelv m Ibis case the economic point of 
view? — In this tase tbe economic point of view 
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11833 {C'AamiKiH ) You are the General 
Manager and also a Director, resident in India, 
of the Allahabad BanV, Ltd ?~Y«e. . 

11840. ^ou hare been kind enough to furnish 
us with a memorandum * showing the chief P<"^ 
with which you wish to deal You say The 
control and management of the currency shouW 
be a function of Government and ought not to be 
delegxtcd to an institution" Is that a genera 
opinion, or is it an opinion which h»» 
applitaiion to Indian conditions only?— I ^ould 
say it has special application to 
11911 Can you tell us the mam headings of 
the conditions spcciil to India whiet led you to 
this opinion 1— India has an established 
which has been in existenoe for 
backed up by the highest wedit in 
credit of the Government .^he !«“« 

hii« wraduslly widened and has o«n 
generallv acwpted because 

to tests in various crises, and 1 do not think an 
iMue of currency notes backed by any 
secnrity, or issued by a bank, which would nece^ 
sarily have a lower credit than the Government 
of Indiarwould DHKit with the general accepUace 

*M°ght it not be said that th^ 

currency backed by the Government, and in other 

r.i «1rtw Growth in most countries. The 
Government currency note is '"s realTj 

iisja The crux of your reply, I think, is reaiiy 
this IS It not-thingi work well under ‘b* 
ine svsteto SO why change itl— We need to see 

■"w. ’”S 

vHTiK^f ihere IS in India, among edneafed 

rf' -if 

tb.' J; 

that S’e''eirTu‘iIt‘ion™f the currency note in India 

T.'s'-fY.r-oui’a" .0. .« »;-.b;.. - <b. ^ 

— • Appendix 78. 


wants Ibe very finest seturity which the country 
can offer 1 do not Lhiok he would accept these 
notes unless he knew they bad the backlog of the 
Oovernment oi lodiv 

1)948 ill paragraph 3 >ou say that tbe position 
of the ItnF>erial Bank under its Act has left the 
indigenous banks defenceless ogaicst tbe opera 
(ions of ibe State BanL 'Will you kindly explain 
(hat idea, and tell us id what way the indigenous 
banks have I een hit?— Banks live by borrowing 
rnonev in (he opes market nt competitive rates 
Before they can lend that money on first claw 
seiurity (hey must get a margin between their 
borrowing and tbeir lending rates I believe the 
margin at which tbe banks can carry on at a 
profit IS something between li and 2 per cent 
We are borrowing in ihc O] en market at a market 
line* for money, and if we are going to lend on 
good securitr we must lend at a profit which is 
liffliteil ID India by tbe published rate of the 
Iraperiwl Rank of India The Imperial Bank 
has facilities by which it enn get a considernblo 
portion of its money not on the market at com 
petitire rates. Therefore the Imperial Bank can 
lend on first class security at a lower rale than 
can those hanks who are borrowing in the open 
market Tbe other tanks cannot uieet that slate 
of affairs. They cannot get money cheaper and 
if thev increase their lending rate they cannot 
pet first ■clws security 

liw|~ That refers to a later parairraph of your 
memorandum, on which I will ask you further 
questions later I— It has left the banks defenc^ 
le's against the operations of the State bank, 
which means that they are not in a position to 
compete on equal terms. 

115(9 Leaving further questions on this matter 
until we come to a later paragraph of your 
memorandum, let me ask at this point, whether 
vou do or do not consider it as a fact that the 
establishment of the Imperial Bank hw nctna'lr 
been a help to Other banks in times of diEcuItvi 
— No, I have not found it so 

1I5I9 To show you whither my questions tend 
let me put you a specific case Did not the 
Impena! Bank avert a widespread P,*"'* ®p. 
eve of the failure of the Alliance Bank t— I think 
that was averted by the action of tje 
ment of India who asked the Imperial Bant, on 
their guarantee to put up » “} *?* 

money required to pav off the creditors of t 
Alliance Bank That was at the loitance of the 
Government of India. 
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liM>7 About wlien would lliat have been? Can 
jou fix the pencil I— 'Hus is un exirait trom our 
tlatbias OBicca foitnigbvly letter dated 16 ti» 
November, 1021 Money is in full demaod 
The Imperial Bank of India hate already con 
traded with the big business firms of this place 
to purchase their demand for huudu on Bonibsy 
and Calcutta to tbs extent of S3 lakhs for a 
period of lout months at one anna *ii pies per 
cent through brokers. That ts a net return oi 
one anna three pies. At llalhras, I should 
think it vrould take at least seven days for us 
to turn our money round, to pay out money in 
Hathras to this extent for hundis, to hate them 
listed, to have them forivardcd to Calcutta and 
to hate them collected in the Calcutta Bazaar 
\Se hate to do all that lor one anna three p«a 
Assuming it is a week, that is, fiS, it uorks out 
at something like 4 per cent hor us it mil he 
SIX pies less, beciuse ue have to pay a^nd to 
get our funds back to Ilathraa, so it vould work 
out in our case to something under 3 per cent, 
that IS for four months from Notember, at the 
tight money season ol the ’year— November, 
December, Jinuarr, February and March. No 
bank can Ho all that business and get a return 
on its money over four tight money months at 
that figure. 

I1«0A Can you tell us if that was a slate of 
affairs which was long contioued in this par 
luuUr pincel— I helme this 11 the fitst year ot 
working 

IISOO It continued for a rear f— I do not know 
how long it continued That was Noieuber, 193? 

11970 ttbst I want to ascertain it whether 
these are sporadic and unusual cases turning 
un here and there, or whether it is a usual state 
OI affairs?— This is a matter of buodis. In other 
offices It IS a gueslton of direct interest where 
we have been making adiances, and have con 
slituents for making advances on the tecurily 
of produce, and wc find the Imperial Bank id 
meaiatcly offers lower terms Our rate >s some 
thing like 7], and the Imperial Bank offera to 
do the business at bank rate— 5 per cent 

11971 ttiU you turn back to paragraph No 5, 
where you asi ‘ In /set the measure of protection 
to the public m this respect is not equal to 
that demanded trom the hsnks established under 
under tlw Indian Companies Act in torm f. 
Mz , to diMlose the secured and uiisenired ad 
lances and, ns a guarantee of the indrpendenco 
and impartiality of the control of the bsnl to 
show thi- turns due hy the directors as principih 
and guarantors nnd ns partners and directors 
in firms and conipsniea” That measure of pub 
licitv was a special measure applied to India 
after the ociurrences of 1913, was it not?— I 
think there was ajx ladiau Companies' Art before 
then I think we haie always had to disclose 
these matters. It did not occur to me to look 
up that point 

116*3 My information is to the effect that that 
was a special measure which was adopted after 
1913 Do you know what happened in that year? 
—In 1913 several banks failed 

JI8*3 In your >iew was that a useful measure, 
nnd n desirable one undeV the conditions of India 
and under the Indian banting system f— It i« att 
added measure of protection I should say 

11874 As regards the conditions imposed upon 
the bank you refer here to the guarantee of the 
mdependence and impartiality of control, which 
IS imposed on other banks let me refer yon io 
the bye-law of tbe Imperial Bank itself under 
which " no Governor or member of a Local Board 
shall Bit, judge or vote on any matter connected 
with the business of tie bank in which he Is 
personally concerned or any motion respecting 
the loan or advance of money, or otherwise giving 


0 / ucdit to himself partner, co trustee, servant or 
relative or to a private company firm or jndjvi 
dual mfh which or with whom such Governor 
or member 1 $ connected ” Does not that secure 
the adequate guarantee of independence aud 
impartiality?— I have no doubt it does In 
that case the Iinjicrial Bank would probably not 
object to publishing the statement 

11875 A statement similar to that required 
from other banks ?— Certainly 

11 B"C In paragraph 6 you say “ Tbe privileged 
position of the Inipensl Bank of India lunges 
on the prestige accruing to them as Government 
bankers which, in the eyes of tbe public, secures 
to them the support of Government m an 
emergency This position in itself means an 
actual moaetary adrantage in that with their 
credit as Government backers the Imperial Bank 
of India ought always to be able to borrow at 
lower rates than other banks ' Begarding tho 
olher side of the picture however, jt is tbe case, 
la it not, that the Imperial Bank renders in its 
turn various services to the (lOvernment free 
of charge? Ought not tint to be taken into 
account when you are considering the balance of 
advantage to the Imperial Bank ? — Those are 
banking services 

11877 Whatever sort of services they may be, 
they are services that cost money I — They are the 
services which Oovernnient require from the 
Imperial Bank as bankers They are esaclly the 
aame services as are required from all banks by 
their customers We all bare to give the same 
services to our individual customers 

116*8 Are (hey all services such ns any banket 
might render (0 any customer, or are they not 
specific services rendered to tbs Government 7— 
They are banking services coming within the 
scope of banks— keeping their account, paying out 
and taking in mooey 

118*0 fs It then your contention that the 
Imiverial Bank only renders to the Government 
such services as any banker renders to any 
customer ?— I should say there la no added service 
which the Imperial Bank gives to the Oovttwaetii 
as a liaokcr 

11880 As Io the question of remiltanre facilities, 
again f am ignorant, but does (he Imperial Bank 
pass on any of these remittance facilities to other 
iianks or does it not 1 — The Imperial Bank gets 
ils remittances free We have to pay a certain 
yvcTreMage I cited in the case of these hundis 
at llathros that we would have to pay l/B^nd, 
tbit /s sir pies out of one anna, three pies 
remamiag after pajing the brokers three pies 
and after paying six pies to the Imperial Bank 
to get our money back to Hathras 

11681 Then the other banka share to no extent 
in the epecixt facilities of the Imperial Bank? — 
No The general public practically have the same 
facilities 

llSSi What I was thinking of was a passage in 
the report of the Controller of Currency dated 
1924 85, in which he eays ' The maximum rate 
for transfers of amounts of Its 10 000 and over was 
fixed at I anna per cent , but recently in order 
to assist other banks and to encourage them to 
effect their transfers through the Imperial Bank 
the rate lor banks has been reduced to half an 
anna per rent ' I take that to mean that the 
other baoks did share to some extent? — No I 
think that previous to that rule the Imperial 
Bank was giving transfers on Bombay to the 
gcneTak public at l/aind for amounts 

11863 So that your contention is that this was 
an illusory coneession ? — Yes 

11884 In paragraph 11 you say "The strong 
competition of the Imperial Bank with indigenous 
banks is generally admitted In argument it may 
be stated that through the operations of the 
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Impenai Bint, rjite« aad rlrArsct hsre 

IccQ lovreretl «ith a tMultiiig Ix'tirfit lo trade. 

Jlut if OorrronjfiJt unbrJ eooUmag n>tci»l 
) rivilcges bn a scl^ctrU liinL to b^ueftl trade tbrn. 
in fairnm 10 the rttahliihed tanks, these btnefita 
should haie tern made available to trade Ihroufch 
flil the hanks with which the puhlic had teen 
aecustoraed to deal ” Would it he a prortieahU 
jroposition that (aoiernment should tend oat ita 
liatarues directljr to lariouj hanks aoJ fi/rosj— 
No, It would not be practic-ahle, hut they could 
do It through the agervej o{ the Imyerrat Bank 
IJSS5 The Imperial Lank could receive initrur 
lions to lend out a pro{>ortion I— I should say as 
llS‘'a Would that he a ptantieah'e hmitation 
upon the Imperial Rank » control J— Jt would help 
the other banka to compete in some degree for 
first class business. 

lltsT As to Its remittance facilities, woald U 
he a practical pro|>oaition that they snould also 

shared out amongst the o her ^nks t— I think 
all hanks ought to be on the same Uosia 
It&A Tbtre would 1* no dif cully m the actual 
adainiatratioi! of »urh a dutnbnijre sysleaif— 
Through the Imperial Bank, They haie the 
Treasury They are acting as m control of the 
Trtaautiea 

US'S U would Laie to l« done through the 
Imperial Bankl—Necesaarn^ , they occupy tli« 
position of Treasursra 
IIS'>3, They should do it for the other hanks 
lea 

Il'Ol At Ihe same ahsenee of eoii As they do it 
Uiemtelvesl— les^ otherwise the Imperial I ank is 
placed in a pririleged position 
11552. I now come lo four paragraph 13 I am 
hriBgicg ojt the principal points in your 
tnemcirjDdu&i I see it is your opinion that were 
a«u to confer the right e( note issue >n Addition 
to the lunttions ol the Imperial Bank a« at 
present constituted le would create on unassail 
able banking moiopely m India which would he 
to (he detriment nf the existence of compeiitmii 
onienest the hanks 1— That is so 

knd in pAragraph it further emphasis 
itig the same aspect, you eapresa the apprehension 
that were tlie priiileeed monopoly of note i«aue 
to be tn the hands of the Imperix} Bank while 
stilt carrying on business as a commercial lank 
It would create suspicion that the Imperial Tsnk 
might deal with the needs of the general public 
as secondary to the needs of its own cu«tometa 
As a result of that, as 1 understand, vmt conie 
to the conclusion in paragraph 15 tiat if a 
hank IS to be granted a tnonopnly of note i«»i,e 
It must l-e A St’te bank which does not compete 
With other estahlulied Imnks in general banking 
buaa&esat — -Kes 

llADi Would you regard it as a satisfaclorr 
solution of the difficulties and disadranfages 
attendant upon (be preoent position of (he 
Imperial Bank were its functions to be divided 
between tav. two institutions one of which was a 
true hank qf i*sue and the other which carried 
on the coniniercial business of a bank f— So long 
Os the banking portion of the Imperial Bank was 
Conducted on pure economic IjorA findiirc the 
tnonej in the same way as other Isinks 1 do not 
See that there could be anv objection Iri re«pecl 
of competition if the bank has the guarantee of 
the note issue that is another matter 

I1S95 That concludes the part of your 
meraorandutO which deals with the competition of 
^e Imperial Bank as at prevent constituted 
The remainder deals with year eucgestion* as fo 
the elasticity of the currency "kou eapre^ s 
Mrong opinion as I understand it, against the 
liolding of hundia as part of the reserve and as 
aeatnst the issue of currency as against bullion 
iou sav in paragraph 16 that '‘AssomiDg that 


art cBeciiie gold revrve for the note issue t* 
cstablisled the loluine of currency will mertase 
and tJeerrase ajth the gold withdrawals from or 
deptstU in tha gold reserve This will |pe 
antomatic following the seasonal demand for 
currency lu India. 1( has been reprnented to 
u« la evidence thaC (o make the expanaion of tlie 
rorrency depend only upon the inflow and outflow 
of gold IS of CO aisislanre in meeting the seasonal 
demsed for adJjtjona) currrocr, Ivv^use th« gn]i) 
inflow comes too late, it follows the seasonal 
demand, and |t is too late to nreet that demand, 
kthac M your opioioa as to (hat objectioa I— ft 
really depends on the location where the gold 
reserve is Lett If it is kept in Ixindon, 
immedittelr on telegraphic advice rarrency notes 
could Iw issued at onc« in India. 

11*106 Csm Ml expansion of cairretvcy, which 
depefiJv only on the actual im{>ort of gold, le 
sufficiently clsstic to nret the seasonal demand f 
—The seasonal demand for currency is merely the 
amount people want tohorrow in order Ui finance 
the crops. Lither the additioral amount required 
for the ssiisnn’s crops is found out of the credit 
balance of (he banks, or fnmi getting fosni from 
the banka, including the private Lankriw. 
There is no enrrenry outside kon either take it 
out ol aetomulated funds ©r out of loans from 
the leiftla There is no additional currency to 
be obtained, 

ItW BTiaf yea contemplate, as I understand 
It IS that the need for additional loanahla 
rspital should le provided on a sound srstem-* 
only ly the inflow t{ loanable capital from 
abrosdt— If the local market is lotufficienk 

Jl^OA. ttiihout any temporary eanantion of the 
inlerAal supply of loanable rapiUtf— Of course, 
there wonld be an eapansion of ihs intcmkl 
supply of loanable capiial if it were worth while 
for money to come out 

U«a*. That IS from the hoardsi— \«. 

11900 Could that he relied upon as a way of 
easing the money market 1— That would be one 
portion of the espansioa. Necesaanly. as the 
surplus of the Indian crops find their markets 
abroad it is merely wntieipating the supplj of 
tnoner Irons the outside markets that is to wy 
(he oulsid. markets ultimately have got to pay 
for the sorplns crops. We are only antinpatiat 
the supply of that money 

11901 In tlie first place, as regards the lesson 
of espenence, has it been shown in the past that 
the return mlo use of currency from hoards is 
of Boy assistance in meeUng the eea*ooal demand 
or has It not I.WD found, oa the other hand that 
measures for tlie temporary expansion of credit 

I V>'*h" vuyyynw necessary l-At the point 

of bigheH trade Activity we had no emergency 
vMTiencv ItuTiLg the war. when India was at 
its higbeet point of trade activity there was no 
reaoon to apply to currency for emergency against 
B deposit of huodis. 

UW^ Do vou go so fBC ns to say that the 
present pTa)Ti«inns, by which currency is expanded 
to meet v^soowt demai.Ao, are uonecessaryl— In 
this loriBi 

UACn In (heir present form t— Tea. 

— T^* “r Ihey nre At present unnecessary I 

of India, to keep the screw on during the season 
"f. money wmmgTn 

attracted by the rales in India. ‘o. 

“f'P^'hvnsion that that 
vffect in checking the normal 

«p4t”i!.the''c“rrL‘S a 

seasMiaJ demand has had «a effert ,n c^^ting 
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abnormal and iiDhealthy activities ' — It may have 
helped to (inanre and bold up stoeba that were not 
passing into consumption m other iiOrds orer 
trade 

H {he expansion to incit a trade demand 
IS proMtIed from ndclitiotial currencj l■sued 
against hundis then tht profit and interest goes 
to n central bank and so accrues to the benefit of 
Ibo Indian conimunU} If it is met ly the 
importation of lonnable i.a|>ital ihcn the profit 
and interest gees to the fonigner W>j, under 
those conditions is it mon adrantngeons that 
it should be met by loanable capital than by on 
expansion of jour internal supply t— All expan 
lion of currency under the present airangement 
means that the bank rate la more or less fixed 
Therefore the lenders in India are not getting 
the full value for their money They lose in that 
direction There are two clns'es of inlere*ts m 
India, there is the borrowers interest and there 
IS the lender's interest The borrower gels that 
ndvnniace and the lender loses it 

liwa lint would it lead to a reduction in the 
nverjigc bank rate for the year it you had do pro 
vision for expatiiion of seasonal currency t— 
There should l e a peak in the si asonal demand 
for money The bank rate might go up for the 
*ea«on’a demand for money, but immediately the 
<rop wna liq ndated the bnnk rate would go Jovrn 
The average rale necessarily need not be much 
higher throughout the year 

11910 llul in so far ns you had a higher peak 
and a higher average, that would be adrersa to 
the interests of the borrower’— To tb- interests 
at the borroner, yes. 

11911 In aiew of the circumstance that seasonal 
currency is issued against hundis, which pay them 
selves off at the end of the actire season, why do 
soil apprehend that the arrangeoeat for the 
expansion of eurrenty for seasonal piirno«es may 
lead to nnv permanently unhealthy trade 
actiTitieel— The arrangement as it le at present 
perreils of a situatioa where it is possible for (he 
issue of currency to he controlled by (he authority 
creating the cinergmey There u no economic 
control Thev do not put their hundis on to (he 
open discount market where an independent body 
of n en would Iiiiiit or criticise the security It 
simply g(x.s before the Controller of Currency 

11913. Do I unJeretand that this cnticisni is 
directed lo the nalur« and class and stains of the 
hundis against which the currency is >s«ued, or as 
against tht obscnce of irore narrow linutatione 
as to the amount f— It is tl e absence of effective 
control of credit Tou isnnot a«k the Cont’-oller 
of Curreniy to be an expert in credit, and there 
fore the supply of emergency currency is con 
trolled by the Imierial Jlank. 

11013. .‘Supposing a evsteni of control were lo be 
adopted, of whiih the closest analogy is that of 
the Eeithbink, bv whicb the seasonal expansion 
IS made against bills nod ns the proportion of 
bills to the total reserve ndvnnris, a tax » im 
posed wbicb necissitates the raising of the bank 
rate would you sec m that an adeejuate safe 
guard against those dangers to which you refer I — 
The German Central Hank is not actually in the 
discount market The German Central Bank has 
an effective control over credit They are dis 
counting these lulls, hit it is not its own paper 
which It 13 passing, it is other banks’ paper 

11914 Carry the analogy still further and 
EUppos'' we 1 ad in India a true Central Bank 
and that the provision of seasonal currency were 
cntrus'4il iijcn tins bisa lo lie ccalrol of the 
trii-' Central P-ti’ v mild that ur adeiuate 
safeguard m vtur opinion 1— Yis so long as that 
Innk exUndcJ its crcvlit with an eye lo keeping 
its ) <-si 10 I Ii pii I ' ‘ pre c t tl c Tmyeria] Bank 


as constituted can discount their hundis They 
need not keep an eye on the c.ash balance They 
can rely upon this emergency currency, get 
huodis send them into the currency and get 
further cash They pass in the hundis There is 
uo effective control of credit 
II91S But suth an effective control could be 
secure ! as I understand, first of all, by Statutorf 
irovisioos as to the proportions of the reserve, 
and secondly by Statutory provisions as to the 
lax for tcloi>orary diminution of that proportion 1 
—And al<o having an effective body of control of 
men passing the paper submitted— people with 
knowledge of credit 

lt9W iiould you criticise the knowledge of 
credit possessed by the present control of the 
Imperial Bank f — Oh no I say it is the Imperial 
Banka paper which is not passed There is not 
rn effective control It passes under the Con 
troller of Currency and he issues emergency 
currency 

I10I7 Would not the concentration of the busi 
ness in the hands of practical bankers who are 
responsible for the management of the true 
Central Bank remedy thatl — At any rate it 
would he an effective control on the paper I 
do not suggest for a moment that anything but 
firtt-cla<s paper is eiihmittej, but one can imagine 
a situatiPD being created where the issue of 
currency could be extended by the nnthority 
ceealing (he emergency or responsible for the 
emergeney 

11918 Under what conditions would that arisel 
—It vrould arise if a bask was doing general 
banking business Its customers’ seeds have to 
be sipplied The bank, for a moment, ntlows 
those ciistomert' seeds to get in excess of, shall 
we sav the ordinary— may be over trading The 
bank finds the money by going to the currency 
and (here is so effective cootrol 
II9I0 Such a situation could not, in all human 
probabilitv arise (there would be so reason to 
foiesee it) if the banking control were not con 
diictirg an ordinary commercial busincesf — Bv 
conducting an ordinary commercial business 
there ■« an open market They ore taking what 
la offered 

I19'’0 (Sir Xoreot IToiren ) In paragraph 9 
you say As consideration for this undertaking 
of banking development formerly carried out by 
other banks on their own resonrcea" ITow long 
has the Allahabad Bank been in existence 1 — 
Since I8C5 w 

11031 The Imperial Bank has been in existence 
for 9 years that is so, is it not t— That is so 
11933 During the period from ISCs up to the 
time the Imperial Bank came into existence, how 
rianv branches had the Allahabad Bank opened! 

—I should say, until 19'’0, roughly 30 
11933 From 186 j to n-a) you only opened 30 
branches!— That is so 

11924 At that time you had the field to your 
selves! You had no Imperial Bank to compete 
anth you la opening branches ! If you wanted 
to assist the trade of the country, why did you 
not open more branches!— tVe were opening 
branches as it paid us to do so As we found 
each office was turning in a profit, so we would 
open another 

11935 But you would not call opening 30 
branches in that long number of years assisting 
the trade of the country, would you!— I would — 
williin the province of the Allahabad Dank 
llO’S Quite so but 1 put it to you that it vvaa 
lie cost aid the ri L of opening brarrhes which 
prevented you from opening morel — If brnneh 
opening had been inmedialely profitable of 
course we would have f,one --head 
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Put ytr h'X'e I ad to pp«n Lrai cl<« »l)ere 
Ihere is no profit t— Hut jou are Iftrs of otI*r 
DiBanisAtionv The Imperial Htnk It\ lot Wn 
e^talli.hed only fcr or 5 years. >un »»«% 
to the lUnV of Hon Ur. lU lank of Uaclras 
and the lUnk of Henpal 

Jl^’5 How manj brand es had they I— That 
simply shows llet did rot find romh profit »i» 
cipeninR new brand es. 

Hut would you late ojiened these 
branches jf we had notf-Me would hate ijradu 
ally developed 

Uoyo. Only in places that faidf— Only in 
places thit paid ses. 

ll'iSl Tien that is looVmg to yourself and rut 
to the conntry I— Hut our contention is that llw 
Im]xrial Hank has oiwnel 1 ranches in places in 
winch we were tie pioneert 


IinSi And you asy tley are luying hunjis at 
unprofitable rstc<l— NimpU Iwcsu'c they arc twit 
lankiUR on ecoumic lues It did not psy tlcin 
Ixfore to open Irandes. If it had p.sid them 
before they wiuld hare ijencil them l«t it did 
not pay tlem until Ihes were sol »idi«ed. Tien 
they imme littely went into those i Isci-s in which 
w* hsl been tie luoueerls and they said Me 
will reduce local rates. 

IISSI That IS Rood for the country I— It is 
good for the eountry, I ut it is onecsnoime corn- 
jxtition. 

linw How long have you paid your present 
rate of dividend of 18 per rent f— Me have paid 
It, roughly speakinR for IS or It veara 

IHL'U. Then your diviJeod has rot Rone down 
tinn the Inperisl Tank came into ezittenref— U 
hu not 

IPSa kou still pay 18 per cent I— We do. 


1163* Then in whjjt way are we htroinR you I 
—You are haming us in that we have not a wide 
enough marRio of profit to 1 e able to place 
money to reserves, and thus we are not able to 
keep on expandicR 

11938. Too can always do that by redueioR the 
dividend f—1 should cay that the shareholders 
in the Allahabad Hsrk are not pettiog a biRRer 
return than 6 per cent, which they could Rci 
in Government securities Me hare 41} lakhs of 
re«erre, sod we have lakhs of ordinary capital 
'<? asrrf iiMifce wi«*i dim/evf iirto IS pev" 
cent does not give much of a returo on the share- 
holders money 

11939 Still you agree yon are payinp S per 
rent more than the Imperial Bank We pay IS 
per cent and you are paving IS per cenUl— 
but the ImpcrisI Bank are placiDR in addition 
to that dividend very big sums of money to 
re«ei^e and to their pension fund. Me are not. 


IPMO I surest comparing the size of the two 
banks, yon are doing ns mucbt—OIi, no. hoa 
have got very heavy allocations to reserve 


ll'ill Tou say that the advances on Govern 
meat paper bv the Imperial Bank ought to lx 
put under statutory control, it ought to he 
put in the ket nnd yon sav vou have never 
applied to the Imperial Bank for an advance 
Have you ever heard of anv other hank having 
been refused I — 1 have never heard of any other 
bank being refused. 


11912. If we bad refused would not we have 
been placing our'elves in a false position with the 
Government 1 We are in close connection with 
the Government and if we had refused wonlJ 
It not have lowered the prestige of Govenunent 
sfcuntiest That is a question of ictema) poliev 
aa far as the Itapeiial Bank is concerned. 

11045. Bnt von have never heard of any tnnk 
Icing refused f— Not to toy knowledge. 


JPtI Tlicn why do you suppose you would be 
refusal— Me di nit want to flare ourselves 
under an v! Iigstinn to a competing back. 

11*113 Th..t IS not our fault, that is your fault 
—It Would oprrale to our discredit 

116(4 If you think that, you cannot blame tie 
Imperial Hank T— No 

1164* Other banks come and borrow very 
largely Tier have never Ixen refused. Mould 
not the question of exchange come into the matfer 
of getting in all ills capital from alrosdt Do 
too think innney would W attracted to India 
without reference to tlie caciange risk I — Money 
would be attracted l-v the difference between tie 
hnglieh lank rate and the Indian lank rate 
taking into rorsidrratiun tlx rv«* of getting gold 
out an I i^ck again. That would add to llw cost. 


UOtA Tou sav that the rxpaniinn of rurreney it 
in the hands of the Imperial I~ank . that they have 
the ivwitrolf — They iave tie control. 

li'tfa I asr that the expansion of currenev is 
entirely a question of su; ply and deman I If 
(here is a demand fi r currency it it given If 
ihtTe is not a ifcmand vt is not giaen — It is tie 
Imperial Hanks paper which is depostlcd with 
the currency 

ll*>sa Taper whirh we guarantee I— Paper which 
the Imperial Bank hss diwounUd to its own 
enstomers. 

119JI Tou say in paragraph 4 “Tho Claus'S of 
the Act are framed to give the widest pertnusive 
powees to the Bank to encage in general haiakioe 
but)ne<t and so that nothing sa tie Act may be 
construed as restrictive, it is specificallr atated 
in the let that nuJneg shall be deemed to prevent 
the Bank from allowing any person who keeps an 
sceount with the Bank, to overdraw such account 
without security to such extent as may be pre- 
scribed.” Do you knnw thst the Banks Ire-law 
says that we ran only give one lakh unsecured t— 
It IS a pretty generoot limit, unsecured 


U91I. 1 conuder it it the other way aliouf 
For in<(aoce there are many men in India to 
whom the Imperial Bank would be willing to 
lend 10 or 15 lakhs on their own tiaine. TVhen 
they eemr to ns we have to sav, *Me can only 
give yon a lakh TVhat do thev do then I Thev 
go to you and to other banks where they can get 
their 10 or 15 lakhs.— But they can get anv 
amount of money from the fmperiar Sank with 

11933. 1 said without securitv which is what 
you are allnding to. Me lose all that business! — 
The without secnvity ’ iusinesst 

11654. TesT — 1 do not know that it goes to the 
other banka 


llOoS. The men who want 10 or 15 laths 
nnserwred go to the other bsnkst— It is a mattev 
for the Directorv TVe have strictly to show in 
onr balance sheet the amount we do advance. 

11*106. Our l-alanre sheet is laid down under the 
Imperial Bant Act and not under the Art under 
which the other Kmk-s operate! — I understand 
that 


tl*i5~ TTith regard to the matter of Ilathras 
before we went to Hathras we had Jeffers from 
\us\ness people there asking us to go because ol 
the high rates ch-arged bv the oth»r bants!— Tes. 
thev probshly put up a reason. 

1195S. T should rail ths* a very good reason!— 
I do not think our rates were excessive 

llWon Thev feemed to think sol— Did thev 
epecificallv name the kllahahad Bank! 

lt*W0 Tier said other hanks}— T do not think 
our rates were anvlhing bevond the ordinary 
1166L Do not vou think it is all for the good of 
trade that these rates should come down!— Trade 
IS one section of th* community There is the 
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other at Jo of the quealioo Tliero lire tbo ienilcra, 
"ho wnipow an njuaUj largo (>uilj 1 Jo not 
Lno« airthcr this loctiun of traJe | aana it on, 
iho^ make their own aprtial ptofila 

I umlerstand the MlahahaJ I iiiL 
aihlrruej a litter to ilio (loteriimeut of Indii 
I'relt^ uiiiih on the lines inJicnteJ in four 
memoranJum I That if •• 

110(53 \n<i ihej recrnij a rej'lj I That is so 
There has teen no further corrtsponJ 

enro aineol — i think a reference bbs uivir to the 

hinanee llepnrtment on (he (oinls in that letter 
8tlll, jou sere] IrJ the arguments in the 
letter, since }i>u ilij nut answer ill Ub, no far 
from lU 

U>ej. Why (lul not jou go on with the eotrea 
I'unJeucr I— W e waited to see whether there was 
am t) er U) poriuniti of lent dating our grieeanre 
llOl.- ("ir / ur«\u><io.du rAuiuii/as) kou 
Slid just now that (he Allshalsd Ihnk starlej in 
(‘’Ul Can )ou tell os of anj other hank o|ene<l 
nU ut that tun' which ttarteil branches in India, 
<t>m{eiiai; with the .MlalaM] Ilinkf There is 
the Central IWnk of Indio. 

n<C-‘ That was after KOOt-Sinci l«b3 I 
thought you said 

linen Can jou tell us of any before IDOOl — 
There was the I’unjah Aalinnal Hank 
JI9*a Ifow niary branches has the rciojab 
National Tank f— I cannot lay at the ommeot 
lisri Aiptuziinately t— I think thej bate a 
mniiderabU aumber 

11972. Ifow aaay faraaches hate the Central 
Jlank in the sphere of jour actmiiesJ— \hoiit 
eight 1 th>uld think 

11073 \m cannot Ri»e me the nuoil^r of 
Lranchet of the Punjab National llankt— 1 can 
not at the moment 


110*4 Vou gate us an instance juit now of a 
ease srhere the Imperial Hank had eiit into the 
raUa. Can jou tell us spptoxiirately what rale# 
rretadeil at Itathras for huodi discount at far 
lack as jour memory goes!— I should think (he 
rates then were aloiit four annas, 
n07S Thsl IS about 83 tears lack t-No I 
mean up to tl e oj ening of the Imperial Hank 
11970 In lOiO It was four annas t—ltoogMy. 
about that 

119*7 Con JOU teff me approiimar*l> w£a( li 
was in 1‘fO or I'J3l— It would depend on the 
difficult) of gelling up silrer— the cost of bring 
ing silver into Hnthraa Currency notes for the 
seasonal demand were Oat generally acceptable 
Now currenci notes are more or Uss areepted 
The rate was tl en dependent on the cost of ilher 
laid down in Hnthraa 


11979 Taking identical circiinittances, le, 
where V01I were hsndling either rupees or notes 
for the opcrntioii which sou mentioned, is it not 
a fact that the rates hi'c steadily and con 
sistently gone down frorn decade to tlecadei Is 
It not a fact that th<e rales for hundis in the 
Mofiissil district, wlere the crops hsie to be 
financed hnve sfeadiij and consistently gone 
down!— The rates for disiountl 
119-9 YesI— Ves I should say so 
liniio To what do jou allrilmte lhall N'ot to 
the Imperial 1 ank t-To tlie general acceptance of 


11983. Take any decode that you like — Mell, 
l<»J) TO I should say thire were lery few banks 
till currency nutes cniiie in. and then there was a 
(crtiiii development ol banking, and thit would 
bring down iho rates 

IIJSJ 1 roin law IKXI wlni was the tendeniy 1 — 
Then I aluuld siy the return of money was 
costing less. 

Itasi Uwing to what I— Owing to the fact that 
iurriort notes were being accepted 

11993 That IS not whit 1 asked I said take 
silvtr or nut(s, as the iiise may be \Micn you 
bsd to tii/ve even silver 10 ytiri later jour rales 
for discount for the saint were lower!— hen wo 
hsd to more silver, but I should say that is 
simj ly l•l•lnuse the banks were open at some of the 
larger centres 

1191(1 \n<l were able to disiount rupees at n 
lower ralol— ere competing with each other, and 
were bnogipg in further competition 
11997 1,^ private banks! — Hy private banks. 
119‘i<i Then since 1900, when the notes began to 
l"> popular, what hapnened !— Then the cost to thn 
banks was less, and tliev could alTord to discount 
at a I >wer rate 

Iiov) Do I undirstand all through from 
to 1970 your margin of profit was uniform, but 
the ritf$ dccliflrd ln‘CJJiite the cost of movjnff 
monev was less! Is that your contention f— I 
should say that is a rontributory circumstance 
l-rom tlie fast that the cost of laying down money' 
has got less the banks could give fair rates 
11990 It IS not then, as may be inferred by 
some, (hat the rates have gone down because banka 
have reduced their profits in this business of 
discounting hundis as they are said to have done 
Can you tell mo what the rate of profit amounted 
to in and what it was in 1921 before the 
Imperial !>anV came on the scene t— I am afraid 
I cannot 

II09I You stated that the rate tbe Imperial 
lUnk charges since they started in 1021 brings 
you in a set return of about 3 per ceatt— No, 

1 am citing this specific instance of these Itathras 
hiuidit in November, 1921 

11992 In 1024 tbo rate that they offered left 
you 3 per cent nett— Not net 

11993 1 thought you said sol— No The total 
diicount charg(i is 1 anna 0 pies 3 pies for the 
frtiJer, f snoa J piee— rim/ rirr iwCffirg- irorr 
money back to Hathras would leave about 0 pies. 
That IS B gross return leaving nothing for our 

11994 Which works out at 3 per cent on the 
capital which you loikcd up, I understood yon 

11999 The rate at which (he Imperial Hank 
were discounting hundis at llathras if adopted 
by you, would have left you n margin of 3 per 
cent net on the money locked up for the period ! 

. — Hut »e had to pay interest on our monev 
We do not get our money free 
11999 I wonder if I hive understood you cor 
reitly It left you 3 per cent net for the period 
that the money was locked up !— No not net 
return, onr costs, establishment charges and in 
tercst always have to coroo out of that 
11997 tou would say gross return !— Gross re 
turn 


Ilpsi Where it is currency notes compare it 
ith rurrenrv notes, where it 18 silver compare 
I will, silver Take for instance, Ifl-fl. when you 
loved silver, and compare it with 1880. when you 
er« also hmdiing silver I siigwst to yim th-t 
tie rates of itiscount for hunilis have ateadilv 
one diwn1-1es ns the tanks kept opening ip 
I osc centres In I'SO fliere were very few bunks 


11999 Whnt did you count upon ns a fair 
return tiafore lojo for a similar operation T — 
Prolahly we would want Ij per cent to 8 per 

11999 Nett— Net 

12000 How much gross as compared with the 
3 per cent gross left jou by the Imperial Bank’s 
compelition 1 — It would depend on the binfc rate 
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I2C01 Thu rale of lh« Imperial I’aak M 
Ilathras had an eSect in surrounding centres 
iKhete the Imperial liatik had not tranche*. 
This took pUee at Hathrast— llathrai. 

12002. Yas the eCect of this reCecteJ in the 
neiijfcboarins cenlres iritbin Mr IH) miles »o»od » 
—I should ray so. If the ntipM'Ourirg centres 
had any correspondents in llathrat paturally 
the\ aould try and aiail tbetiueelves of the loner 

rate. . ... 

120CO. Tins must hai* meant consiJeraWy less 
stringency of the tnonev market in the diMricta 
conocrred must it not I— Not !e«a rtringency 
1200L Less cost for di'coiiat of hundis tneans 
less cost for markeltng the ra» produce The 
money the merchant got was cheaper, and to that 
extent he vould be able to paj the cuUiT*tor« 
a proportionately hgler puce t— The i riec le 
would pay the cullicalor would all depend on 
the market for the particular commodity 

I’OCO. For which there is competition among 
the ranoua I uyeral— ^e*. 

laWK. If the buyers found il ei could negotiate 
their draft* cheajier 1> drawing money on Cal 
cutta or itomlsT, as the case miglt be they 
would oiler a j roportionatclr hu^r price to 
the cultivator in coiPI stitioa with other* t— I 
think It would th« market rate of produce 
which would more or gnaern the ptice they 
would offer \ny saviag they might make in 
(heir doaece would remaia with (hem. 

1800" lou think all the buyer* would combine 
and say that the Imperial Bank is able to dis> 
count out bills ehesnee, but we will keep up the 
ratesJ— If they could 

lOQOS Would they !•* able to do tbatt Would 
they l.e al Je to combine when (h‘y arc evtnpetiiig 
one with the other and employieg the emartest 
brokers to get the largest quantities wiihm their 
porthasing ImUsI— I should base thought tVy 
would be able to work the market price for the 
produce Any sarioS m administration of 
flaance would come to themselTes. If their credit 
IS better if they are able to get a lower rate 
naturally of course they would keep that. They 
would not offer more money because their credit 
was better • 

ISOPO The Imperial Bank I take it, would 
offer a uniform rate to all persons of a cert-sin 
Credit ( — Certainly 

12010 They would not discriminate between 
persons I — No. 

12011 If people conunsnding a certain amount 
of credit couJd get their bills discounted at 
1 anna 6 pies per cent ducourt it would be the 
same for everrbody of that stardinffJ— Up to a 
hmiL The larger people hare larger limits ana 
the smaller people would hare lower limils. 

12012. If people traded up to their limita they 
would pet the benefit of the lower ratet'-Tea 
1°013. To that extent the overhead co»t of dis- 
coantjeg bundis wa« reduced 1 — That is so 
laOll \nd then they would offer a proportion 
ately higher rate to the cultivator unle-s tbev 
all combined f — Ih* bigger house would hare the 
bigstT profit and 1 doubt whether he would eom 
bine with the smaller man With the smaller limit 
12015 You do not think the loweTicg of the 
rate would be reffeetrd m the price given to-tiie 
cultivator 1— No 

1®015. I ou hare cous derahl. expenenca of di« 
tnet harks in the XT P and in the PunjabT — 
I Lave not been in the Punjab. 

l^V)!' Then m the UP In vonr opinion 
winter the ImperiaJ Bank charges 4 anpH^ or 
I aura 6 nie* lie di" re ce w« ild »*«t t»- 

fe<|e.\ in Ihe p»iee to the cnlti»ator I it would 
k'ot It the I nyer as I s own extra profit? — 

I wo il 1 make tha* rec'tion. 


12018 \ou make thii sjggrslion as being 
initified by your ex{enence of tbe Allahabad 
Ilanfcl— No juKifed by my knowledge of how 
genera) trade traniactions are put through. 

1*019 That a nsrgm of } |wr cent la tiargea 
coufilf-e retained ly competing bujrrs in tbe raw 
I nuluce market* ‘—It it so tauih added to their 
profit. 

ItCTNI. PracticAltj then il does not matter at all 
wh-st rate a banker cl argcsfonlisrounting hundu 
because the lower tlte rate th* btggef ti the ^ ro&t 
of (he middlecisn f— Tie banker s ib-arges would 
be infinitesimsl in addition to the price of (he 
product. 

iw>»i IJot amall Mving* in all the«« 
lofiDitesiiual looking dir'Ctious would amonct to 
tometliiog tangible on a firm g tn**l purchase I — 
Oa (he whole crop ciost rortainly 

12022. kou s.sid (hat the In>(wrial Rank alw> lent 
out money at cheaf.er rate* in tl*c»c up^tojuntry 
centres, Xkoul I yon give us an at proximate idea 
of what aort of rates the iniale kanks charge 
in this dmrict you I sve in lour mind t— In the 
case ( hail in mind we were rf arging "J per cent 

IJO’T All the year round f—Oh, no 
12<r*l In the »ea«on 1— For the seaxon 
1*<*25 The Imperial IVank rfftred to lend money 
at the lank rate 1 -M ith a mieiimm of & per crnL 
1*0*0 At tbe bank ra'e with a mmioua of 
9 per cent. 1.— kes. 

1*08" \ou found that the Imperial Bank 
thereby attracted borroorersl— That is *0. 

1*0*1 That IS your eomplatnL Stay I Mk if 
(he private I anks in the Punjab and U P , la the 
sphere of the Allshal ad Baak, at»o borrow at 
their branches 1— They do 
150*0 Does the ]mi>erial Bank also Inrrov at 
(he same branches t—kes. taking deposit buaineoa. 
They take iIe|>osits at in erest. 

1*090. Do yoj offer higher rates thaa tie 
Imperial Dank ?— VTe do. 

1*031 And the Imperial Bank grli a certain 
amount of deposit business at the lower ratel- 
Tes. 

I90TO- Dow do you explain tJwt t— I should say 
the superior prestige of tbe Imperial Bant 
1*033. Is the difference in the borrowing rate 

snythicR tangible or it it just nominal? It la 

tangible so far as bankers are concerned. 

l*a-M What would jou aay that it ranges 
letween— 1 and U per cent. 1—1 should tay at 
that lime nearer I to J per cent- 
1*035 When the Imperial Bank motes monev 
available in Mofn»siI centres nn the basis that 
merchants get it in Calcutta and other important 
rentreo. is there any reason from the general 
poin‘ of view of the development of the country 
wbv anybody shout 1 have a grievance 1 Whv 
ehoull the people jn the inland dirtriets not 
benefit ly the same machinery by which people 
trading in Boml ay Calcntta Madras and 
Karachi lienefit I — They liank merely because the 
Imperial Bank, is placed m a position in which 
they can afford thc«e rates 
1«t>3«. You sav they can afford these rates for 
lenling onlv because they get the balance freel 
— And other he.iiefla 
("tB" Namely f — Paymert for services. 

12(W> WTi t do you mean by pavroent for 
services? I •honlJ like to understand that?— lYe 
will say the return of the Pubhe Del t Office 
Thc-e war l-e * farare re urn for «erTices m ibe 
Pn ’rlV^nt^ro T».T po-s into th- grVral 

i *i*»V Tnar^in 

ywn V«r, ^r..n TrnnTitl Bank a 

ITofit nn UT-'n-*T get ravmsnt for the semces 
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13040 You think th«re mny be n surplua in this. 
Supposing thil ttns not so do >ott think there 
IS anything m it at nil 7 Supposing the Imperial 
llink a disbursinicnts for the Tubltc Debt 0{^ 
management was about eoserej b\ the payment 
receiied for that purpose do you think there 
would be anilbing in it )— No to that extent 
there would not be 

llOtl Then «e will lea\e that If there were 
any margin there would !« an aihantage in it 
■lilt if there were not there would he none You 
«fo net know the figures I suppose, nor do I 
know the fgures actiiralely I— No 
13012 Is (here any other speeiaf aiKantage you 
have in your mind 1— I do not know whether there 
was inenlioned sums of interrst on free money J 
12013 That IS free dcposilil — Yes 
ISOil That IS the only advantage! that the 
Imicnal Itank haie? — \nd also their prestige as 
Ooirrnuteni ha/therr 

13015 Those are the two theni — And the fact 
that they get remillanecs for nothing 
13010 I propose to take the remillanres part n 
little later Those are the main advantages 
namely, tree money and their prestipaf— Yea 
ISOIT These you think are the only rcaaona 
why they are aide to I ring money eheaper to the 
Ixirrower in the up-eoiintry distrietst— ^es. 

13014. tin you think it la ol jectionable from the 
point of View of the cultivator, who may lie able 
to get Itetler prices if his buter ran get cheaper 
finance from the Imperial Bank!— Yes, if you 
can maiotnin tanking competition 
JSOl') ^^hat the Jmnerja) Hank does has to be 
followed by other banks sooner or later t— If they 
do not make a profit they cannot keep on banking 
12050 You mean the other banks may atopt— 
Nnturally, if it is not profitable 
13051 It has not got to tliae yet t— Not yet 
1205J (CAoiramn ) You say there is nn appre 
hension that one or two of the other banks may 
slop, and also there is the possibility that they 
may take an inferior class of losinessT— Ves, 
rather than let their profits go 
1S053 (9ir J'ilrt) otapiJai Thalunfae) If it le 
not a vcty good class of business, that cannot last 
very long The mam thing le whether they will 
stop carrying on their operation* I »i*h (o ast 
whether jour bank has a branch at Harpurl — 
Ye* 

13054 May I take it that you know something 
about the operations of the Allahabad Bank at 
llnrpur t — Yea. 

1°(W5 You have been established at Unrpuv 
for a number of yearsf— f <to not know that 
Ilarpur is a full office It has been established 
ns a pay office 

120o6 It may be a sub-branch t—Aiwilmry to 
the Delhi branch 

12057 You have been there for a number of 
sears!— Yes 

120^9 The Allahabad Bank lends monev there 
on wheat put in nifsl — That is so 

12059 And bis had a very btg turnover tberef 
In fact It was the only bank there for a number of 
years lending money on wheat put in pitst — That 


IcOtW Wheat carried over the Monsoon period 
the slackest season m the money marketf— It 
may be so 

ISOei Ib it a iact that when you started at 
Ilapiir the return to the bank was somewbere 
aMut 11 per cent . nr at least more than 10 per 
cc"t f— T should siy it vroufd be about 10 p<*r 


fOC’’ In the period from say llsv to OcliJyrt 
— That fs to 


13063 tioter on another private bank came in, 
and the rate was reduced to 8 per cent?— Quite 
possible 

13064 Since then the Imperial Bank has come 
»n and the rate has been reduced to somewhere 
about 6 per cent , if not a little lower!— Yes 

I30CS Would you call that undesirable com 
petition! — Yes, 1 certainly say it is undesirable 
tOmpetiCton 

120C6 You think 10 per cent for the slackest 
part of the money market period was a reason 
able rate! — Seeing that we had no employment 
at Harpui the other portion of the year 
1S0G7 If the rate has been reduced from 10 per 
*cnt to on average of 0 per cent or 5 per cent , 
you think that JS an activity of the Imperial 
Bank which ought to be stopped !— Unless thei 
are placed in the same position as we are for 
borrowing money 

laOiM But a private bank was able to lend 
cheaper than you 7 — Quite possibly 
13069 And that hank had not any of the advan 
fages of the Imperial Bank!— That le so 
120”0 Therefore, you tbink that no bank is 
India should be disturbed in its sphere of 
activity t— No 

ItOTI I ant gorrv, but I have ant understood 
you correctly There was your bank, which lent 
money at 70 per cent during a period when tbs 
banks at Bombay and Calcutta would be glad of 
an investment at 3 per cent or less Aoother 
bank came in in ordinary competition, and 
reduced (he rnte to 8 per cent and took a good 
af«ce of jour business Then tne Imperial Bank 
came in It has not been contended that th> 
Imperial Bank his been lending raoncy in that 
centre at anvthmg less than the bank rate All 
(hat the bank does is to lend money to men who 
are bolding wheat in that area at bank ratof— 
Thnt le so 

l80"2: You cell that activity of the ImperMi 
flank one which ie undesirable and should not be 
eneourasedt— Becauee it cuts at the existence of 
tb« other bank* 

12073 CvaclU Banks which were, in the 
opinion of tome, doing much better than they 
ehould have done! — It was pajmg our branch 
there, but that 10 per rent was only n seasonal 
advance IVe had no odynneos there generally 

12074 It was the slackest part of the season in 
India and vou made 10 per cent then! — I admit 
that but we bad to keep up the estalhsbment and 
pay house rent and pav the staff for the whole 
year which had got to come out of those profits 
for that temporary period 

IJlTS But when another bank came in that 
!a»ik had all the charges which you have men 
tiOhed and could still lend money at 6 per cent , 
an 4 he happy with it! — Certainly 
JSO'V You call that disturbance undesirable 7— 

No certainly not 

15077 Not the disturbaocB caused by the 
private hank! — Certainly not 
IS0“8 You said that the reduction to lA for 
trauefer of money which was referred to in the 
extract read out hv the Chairman was illusoryl 
—Ves 

12(r9 Why do vou call ifc illusory! At first it 
'oa A I think!— Yes 

loOBO Then the Finance Department on repre 
sentations I presume from other banks reduced it 
to f, which is a 50 per cent reduction f— Yes 
13081 Why do vou tay tint is illusorvt— On 
the tola! transfer the gam fo the bank would rot 
be nijeb In anv case tbo Iniperial Bank were 
givniig for 111' ‘nns'ers between Bombay and 
Cal^tts s rate wiick iras already effected 
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120S2 Jil— T«, for hig transfers. 

12033 If Ihe rati notified for big transfers «as 
also notified as the rate for smaller iranafers. 
would not that be a great facility to the man 
bandling the sinallei amounts t—Cerlainiv 

12034 To that extent J— To that extent 

12035 Tating people in the districts conrerned 
in the smaller amounts, it would be an advantage 
to them I — That is so 

120S6. To a bank nhieh was operating lO 
crores it may not mean much. It would not 
want to 000 rupee', but 10 lakhs of rupees trans 
ferredi But the Go\ernment of India looks to 
the benefit of the larger number, that is the man 
with small means, and to him there was a tangible 
concession, was there nott — The reduction of 
kes. 

12037 And putting it within tie reach of Ihe 
smaller mint— They *ould be gUd to gel it 
120SS. There is nothing iBu'orj alxmt »l then 
It was a aubsttniial gain for the man who 
handled small amounts and was to that extent 
welcomed by the commercial community especi 
ally In paragraph 17 you sxy this ‘ Money 
IS available in India if the price is ptij for ic" 
You bad in your mind if I understand it cor 
rectly, that if no emergency curreucj was issued, 
and moneT rates wete allowed to TOOve on their 
own merits, boards would come out, and more 
money would lie available Hay I ask you to 
take your mind back to the period, January to 
June, 7924. when the Imperial Baok Rate ruled 
between 8 and 9 per cent for fire months f—\es 
12039 You also remember, perhaps, that during 
that period the Imperial Bank had drawn the 
fnl) amount of 12 crores for emergency eurrenev 
If that full amount of 12 crores of emergeoei 
curreney had not been available, do not you tbink 
that the money market would bare gone etili 
higher I— It might have operated in another way 
It might have operated as a cheek to credit 
You remember that cotton ran up to CS9 a candy, 
and people would need a tremendous lot of monev 
for financing the crop If the money was not 
there to finnnci* that rise, it is doubtful whether 
it would have happened 

12090 I am glad you mentioned that poiot 
If credit IS scarce and money is hicb. what 
would liappen is thxt the cultivators would have 
to sell cheaper, and there would be a e«m«equenl 
depression t — Depression in whatt 

12091 Depression in prices, there would he » 
lower price to the grower 1 — That is so 

12093. You think that from the point of view 
of the welfare of the cultivator class Ihe Govern 
menl of India ahould adopt that policyl — 1 do 
not believe that in this year when the price of 
cotton went to 690 that the cultivator was gellm;: 
690 The price I think, was running at from 
6tO when the cotton tome in Later on ii> the 
year it rapidly rose but I doubt whether Ihe 
agriculturist got more than 5)9 
Iso'll, lie perhaps got the average between 519 
wwd l.eca.'i'e tlve t.gri«vvttv«\«. •iv’l market 
the whole of his crop at csp and it is a reason 
able assumption that tbs agriculiuri'l must have 
got the average of a-IO and 690 Bccnrding to the 
period at which his crops were tnarkcteilt— That 
IS so. 

12091 You do not remcmlcr anv artificial 
nianirulxlion in the crop or proilure mar 
ket of that yenrt llell. I si uild sOv there 
was rather nn extensive speculation in all op 
country ccnlreX tin s rising mvrket they all 
try to Ivy hands on the slock 
l"9r5 There was no corrc'ponding breakilown 
There was nolhing to show that fie ns, wxi 
unnatural That was |bc yrvr when the Areeri 
enn colinn prices were ruling high. Some tcllerv 


Blight have been inugbt short, and so forth, but 
there was no counterpart to it shewing that 
prices were run up on spevulation and when 
speculation was over the market broket— Y'es, 
I rather think that ilc«cribes it 
1209O Y'ou ngreeJ— Ye', that rather describes 
It 

1209" Tint then really was an abnormal sea- 
son 1— Yes 

120M. But surely the cotton market did not 
take all the finance I — It took a great deal of the 
finance 

I90M You think a great deal 1 — Yes. 

12100 If It w-ere not for that you would say that 
the price wa$ natiirnilv justified by other circiim 
stancesl— 1 should s.ay so 

12101 And therefore, if there had been no cmer 
gency curreoev in that year, owing to lack of 
money, there would have been a rm'ller return 
to the cultivator f — Yes. There would have I ecn 
a reductioci in the price of goods. 

12102. In a normal year do you con'ider it 
desiral le that there shonld be allowed a redue- 
tion in the price of raw materials owing to high 
money rates, if such rales conld he avoided by 
temporarr icsues of currenev f— It all depends 
what the credit is finatuine If it is financing 
a surplus of stock, bolding up the market 
awaiting a demand for consumption, then that 
IS aobealihy 

12103. If It wa» not so— if it was not what 
you said juit now, it wonld hs healthy snd 
normal t—^aite so 

I21W Any 'etbach would be unvlesirahlel— So 
long as goods ate passing rapidly into tonsninp 
tion It would be perfcctlv healthy 
12105 Supposing that the Imperial Bank, with 
their representatives on the central Ward 
watebing trade condvlvon', find circum'tancea 
not to be what you have just mentioned, but the 
norinal, and then finding that Ihe enrreney is 
insufficient, put more in circulation, would you 
consider that to be undesitaMtb-Yes, 1 would. 
Waoso It u their paper They first pass the 
business, and then ihev judge upon it 

and then decide whether to a..h for an Yncreaxe 
o^f currency t-I will put it in another way 
They first di®couQt the paper, and then when 
there is an eraer^ncy they jndee on the means 
ox dealing with that emergenev 

12107 Have you anv reatoa to believe that the 
Imperial Bank and the Finance Department en- 
gaged in the control of currency do not carefnllv 
watch .11 that vou have meat.ooed l-d We „o 
doubt they do 

12109. Can you point out any instances where 

they judged wrongly an.l 

and therrtv committed a 
1 am not in a position to say 
121(0 If money became very eearce and the rate 
of interest ruled very high, do you think it would 
tend to more hoarding or do xou thvwk vV would 
encourage the hoarders to come out with rh*,, 
nionevt ipial is ymir esperiencej-l think It 
would tend to rnale the hoarders come out to ct 
the temporary profit. 

I2ua But the man who boards doe, not care for 
mterevt. He cares more aecording to hra vl 
sorvatiTO ideas, for eb«olufe safety f-De is H^iil 
hiassed by the attraction of a rate A 
intere't is certainly an attraction ^ ’ 


n error of judgment 1— 


IMII That would c 


I the n 


r to iho Uvnnn who'ha, 
s l^ople scrami ling al«)ut for money, and he 

ket .,1^... ^ hlriy 

, and would not 
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h« Mj ' I nm a rery *iso man I have no aucb 
anxit'ty My money is wfe in iiiy hoard’ lie 
mould not take llie nione) out of his hoard at 
that juncture f Ife mi?ht risk a jiorleon 

13)12. Mthough lie hoards Ins money and 
reftijea uitertit for it 1 In auih <muinstan<es 
ofien g iri3ts ihreaNns the finanoal market yog 
think the man »ho hoards would stii) tako out 
his hoard and say I mil ri*k it ’—Money 
does cortie out at a pocal ynlt 

13)13 kou said at tl>e start of your examination 
to the Chairman that the imperial Rank was 
competinp for eaery 'ariet) of biisinrsa with 
other liankv Hate you any otlier aariety of 
hu'iness in mind harrini; i)ie redurtion in hundi 
rates gad thf rates at •thidi ihf} Unit taontr id 
tip-couotry centres f (lenerai lending hosrness 

13)11 Does the Imperial Rank do any other 
lanking i ii5ine«a besides that which I haae men 
ttoned f— Yes. 

12)15 \Vhiih I— \d» anres on cash credits 

12)1(5. Tlial acainsi goods)— That ts against 
Romfs. 

13117 That IS lending ?— Lending 

13tis T.ending on something that is luiuidt— 
The same ns the gram traniaclion— the rnnje as 
advancing on produce 

12119 That u adraneing on raw produce 1— Yes. 

12130. When it is in the course of being 

marketed t— \et. 

11) 31 The Imperial liank does not lend on 
Isndeii ealate They do not lend on mortgage!— 1 
(fttnk occasionaffy (hey do 

12) 33 It >1 against the Act It is provided m 
the Act that they cannot lend on mortgage t—W ell, 

I do not know whether they lend strictly on 
mortgages but the primary security very often 

II a mortgage 

12) 23 The lm}i«riat Banktake a lienoa property 
when (he) find that a party is not able to meet 
the Iiabilityf— bo, tJiey may loitjato the tr«ns 
acfjofl where (he pr/mary seconfg (» « raortgagt 

13) 3) It IS provided m the Act that they may 
not do to, hare you any jnstsnee to rbow that 
there has been any particular transaction of the 
nature you just devribedi You need not gire 
names 1— I have got here « Company report wfiieh 
speaks of 31 lakha advance made by the Imperial 
Rank of India to a certain suppir company on 
the cpeurity of the latter company s own mortgage 
de),enturet jointly and severally with the firm a 
guarantee 

13135 I take It that the Rank m that report is 
the Imperial Bank and not the Banli of BengvM 
—Yea , It IS 1925 

12120 That IS an industrial concern, I supposet 
-\ea 

12137 And the drbentores of the company are 
a eecurity to the tankl—Yce, mortgage 
debentures. 

liS^ UTiaC !» the ol}ifr Md oi eompttJitooi 
Have you anything else in niinJ I— W'ell this is 
a tnorlpaee, and ihet eecunty against credits, 
and security against stock — all banking traos 
artions. 

12139 rmerpencN ciirrcno facilities have come 
vn v>nlv since 1021 Before that it was not resorted 
to and It was not eien provide 1 fort— It wa* not 
provided for 

12130 l)n you think the very fact of ita being 
ncressarr to ii»e the rmfrppncy cnrrfnrr DUffht le 
liirgelv One to unslnlde esclianeel— ^ es I would 
say that those iinstable conditions of exchange 
plus that barrier lietween India and the internal 
money market and therefore India had to eland 
on Its own feM. 


ISISI The main cause of your complaint, then, 
IS not anything wrong with the management of 
credit by the Imperial Rank, but something in 
iJie tiomato of etchange J— Something in the 
domain of exchange 

13|3J Wlien that is finally decided and assumes 
the pornifll, this may not have to be resorted 
to I— I hope not 

I2I33 It Was not resorted to before the war 
j eriod. and n bid to be tesorted to owing to 
exchiDge being unsettled and bankers unwilling 
to bring out mone> ns they did not know at what 
rite they would be able to take it backl — It was 
in irtificial position 

12131 It was an artificial remedy in an 
artidccaf period f— Yea, 

13135 (V«r I?, jjin/ifd ]/ant ) With regard to this 
question of emergency currency, you have 
expressed the view that it the local money market 
does not suffice to meet the seasonal demands, 
then additional supplies of lomable capital must 
he attracted from money markets outside India, 
how do you (onleinplile that that money could I e 
brought into India t Do you contemplate actual 
import# of gold and cvihingrug it into Indian 
currency t— Imports of gold so long as tie sterling 
renutlinccs were not amirable either by banks or 
(•oiernraest 

13136 Do you consider that the Government 
•hould fell Council bills is exeeta of it» own 
requirements in order to enable trade to be 
Cnaocedt— N’o, 1 think that would be something 
outside, and brioging an artificial rjement into 
the balance ot trade 

13)37 The balance after the Government’s 
reitnirements had been met would have to be prfr 
viJed by imports of specie f— -That ij so 
12139 Tliat would cost money l—That la so 

13)39 in the same way, during the slack season 
that specie would have to be sent out of Indial— 
That «i so. 

12)40 Mould not that impose an extra annual 
met on tie trade and production of the country t 
—It would 

1214) le not that aa objection to your scbcmet 
— .jCo It keeps the definite guarantee that credit 
IS tested and has got to be supplied from one 
market or from another It comes in to the 
laarket and competes with other claimants for 
credit and is tested according to the demand 

12142 The point 1 put to you is whether it is 
not an advantage to n country to finance its trade 
and production from its own infernal credit, 
when it can do so, ot a smaller cost than by 
imfiorting gold from obroadl— \s long as there 
IS no xrtificia] element introduced to tie manu 
factnre of currency 

12143 Then vou would admit the general pro- 
position but jour objection »* f — To (be 

manufacture of currency 

12)44 To the michinerv adopted I— And also to 
Daiag the ctirre/Kj’ a» a rediseountjjjg oarktt 
12145 (Sir Ilenrt/ Slialordi ) I want to deal 
With me or two points m the first portion of 
vopr memoranJuro, You say there ‘ The control 
and management of the currency should be a 
{nnction of Government In the course of your 
eviilcace you ^txted if 1 understood you cor 
rretlr that your main objection to tie controt of 
f-uvrency l>\ nn authoritv other thin the Govern 
ment W based upon the assumption that the 
finpcriiil Fstil as if present constitofed mijrbt 
lie entrusted with it T did not understand what 
rour preference would W between a veil central 
bank enlru'led with the sole right of note issue 
and the Government t — Any other authority than 
the Government of India oCEe'-« a lesaer security 
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12146 Eren though the right of note >*sne is 

clo«e!/ defined in its charter «s far as the 
T«v.rve to be set against ihe«e note issues *re 
conecrnedt— The reserve before it srould bring 
conviction of equal security woufj need to •• 
an enotmons proportion of toe the metallic 

reserve 

12147 IVhat proportion would you soggesti— 
To coninienet with until the new nates had leen 
tested oadef a cTit s and you had «<n whit 
happened in a panic, and I ad been put through 
practical tests i do not thick you could bold a 
reserve below “5 per cent. 

leilS. "5 per cent of rnetilhe cover J— To ensure 
eonvetlibvlity 

1®U0 Only in thQ*e eircnmstanees wontd yon 
prefer the msnagetnenl of the currency lo be 
htnded over to a real eeolral > ink t — irelf I am 
Voicing ray personal opinions and that f as a 
banker should not care to put ray signature to a 
note with an obligation to concert it unless I 
have an enormous reserve in netats. 

12150 Now I come to that part of sour menio- 
raaduin whieh desls with the efasticify nf <be 
currency \ou there say Tbs currency ought 
to have no ronrern with the provujoa of loanable 
capital and further down you say Currenev 
should not be asked to function as a rediscount 
casrket I take it you will agree that the 
volume of currency needed by a country ranee 
according to the amount o! goods and services 
to be exchanged and that the rolutne of currency 
therefore must be expanded or contracted accord 
to volume «t tiansactions taking pln««t 
'-Tbs Tolome of traossctioas taking place is 
goods IS reguhted br the demand for these 
goods comifti on to the mwket. They do not 
come all at once on to the market. 

121S1 Take what is unially call d the busy 
season in India, the harvesting ol crops Then 
goods and serTters are exchanged much more 
freely than >n the slack season I— That is ft> 

1£29£ for that period yon would need a greater 
Tolnine of currency would you notf— kn or 
increased velocity of the turnover of year present 
issue ol currency 

1®153. \ greater velocity t—fes for instance 
il there is speculation and it bolds up groda >t 
freeie* goods down at different pomts tbroogbout 
the country That means an added currency 
12154 If you are not able to increase tbe 
velocity at will to correspond With this geealer 
volnine of exchange whst happenil~^oa will 
increase the velocity if you have your penal bank 
rate Tho bank rate goes up and you make them 
get Tid of iheir goods ranch raoVe quickly 
1215^ I do not quite follow that How will a 
hieh bank rate increase the velocity of tbe money t 
— It wiU lucceise the -velocity so that there wiU 
be no hold ng up of etocks at different points 
12156 I am not speaking of that. I am speak 
ing of the ordinary crop movement. How can 
Tou bv raising your bank rale locreaM tbe 
vclocitv of money t — It stmpiv means that stocks 
are cashed in much mors quickly 
1215 Is it phys cally possible to reap your 
harvest much quicker than vou usavllv do ilt— 
No the harvest is reaped then comes threogb tbe 
agenc es the local inarkels. and if people 
ant c Date there is to be a rise in pr re it is held 
up That means » big demand for currency on a 
rising market On a fallinE market the enltiva 
tor finds some diR" cully in getting rid of h » jlnff 
all at once He has to do it p eremeal as so one 
wants to bnl 1 ctnfca and there is a le<3 demand 
tor currency 

3®1S? I am not th nk ng of hold nt» on stock 
I am th nkine of the ord nary process «f bvr 
scat ng yout crops *r I briP!i ng them 1 rani ct 
^apposing no hold ng op takes place do saw 


in those circumstances, require a greater xmount 
of circulating media than you do in the slack 
season I— kes you do 

l^tW ^0 1 say you dot — ke« 

1*160 Tberslore a tertam aroounV of expansion 
has to take place f—\ certain nraount ol eapan 

BIOR 

I®tc| loa propose that that expansion should 
take plane by the iclrolartion of credits from 
atroad or ju other words, ly the ii trodiiction 
of gold which you sell to the currency office and 
hr that proce*s 30 1 propose to increase the mone- 
tary circulation m Ind a I— That is so. 

>“16i Let as supreme a set of eircomstances 
eoraewhat on (hn«e lines that India happens to 
base a very bouniilul harie<t and at tbe same 
time lou baie i-ery etnngeot monetary condi 
ttont in otler co nfries- llo-v do you then 
propose to deal with the situation I — \ t<ountiful 
harvest would probably Jes«n the price of your 
gooda 

1*163. 1 es 1 ut tho*e goods have to be got away 
and marketed t-~\es but it would bring down 
the money value 

I*1W Therefore lonr remcl^ in each circum 
stances, is ihst pruvs in India will have to be 
knocked down in order to xnecl the uncontrcUal le 
eomlitions alroadt'-Net knocked down. They 
would remsiD in parity with the world prices for 
the same commodiiv 

I*I6S Toq would knock tbcm down hryoDc! 
thatt— They could not ^ knocked down beyond 
parity 

1*IC6. Have vou beard the expression pros 
penljr cris s used m connection with tie rniii 
in the United States in jWf— 1 lave. 

1*16* Has cot It the rate then the* the crisis 
at any rate to some extent was brought alient 
ly A bount fnl harvest in the States, and the 
inability owing to the rysicm of currency then 
established in America to expend the currency 
t ifficiently to neet the l<g timsi* demand I— les 
thst was so 


1*165 What was the sf'teitj in America that 
brought about that state of affair* T— More or 
Iras »» »»»>e of rurrenry agernrt frolJ and to a 
certain extent against s Iver 
I* 60 That la exactly tbe type of currenev that 
you wont I t ke to aee introduced into India 
nnmelv the exclusion of hund s or tri e ccramer 
cial biUiT — Tea I ut 1 should sJggest automatic 
coDlrot instead of msnaged caalroL 

1*1 6 I do not quite follow tbatl— If your 
currenev was only •’niyg to come out Bg3io«t 
gold then you iroitd ba'e to find gold Irf re 
you would p»t lour currenev kt presert we 
nave pot aq emergence afraogenient for lasuiig 
J* lakhs o/eurrencr That is more or lf»4 judrrJ 
by the chief bank tbe State bant They dcci Ic 
in a ocraent when that emeTpeucy cuTTeccy s 
to be mede availal le To Ibat extem I tij. tl e 
issue of the emergency currenev is waBi ed. 

t*l t Do you Know of any currenev that is 
not raaDSg>d m jfcst A-nsef Not bv tie Innt 
wh eh mav poss blv under certain tireum«tanccs 
be tbe eh ef factor m tbe d ««iun market. 
V *v* Ihem^lTe* in the d scoant g- j-hjt I 
think all other b«nts Me not srtualJv- enc tred 
in d •count. ^ ^ “ 


1"17» 1^1 I, „ , 

tcH me a * Ogl® c irrcncy Bysteni ’in wT'Je} , 

comnere al hill twv not form iba I n s of rj 
renevl— I should sav tVe yngl «h *v.i^ >..r.,T.. 
tJ-war- th n eJ. of CnsHrd 
1*1 S. Rcriu«e the Bank of Coglaa 1 can only 
i a u lex ©1 the e^urjir of joS ner era pof f 
-ns that the point J-After the r authorised limit 
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1217J J3iit js It not a fact that tbe currenc} 
III this loiintn which expanils aocl couiracts is 
not the note but the cheque! Oi couise, the use 
of cheques does eaTe the currency 

12175 No, it IS currency, 1 put it to yonf- 
It IS currency, yes 

1SI76 Is It not a fact that expansion and con 
traction in this country takes plaec through vbat 
IS called tho cheque currency 1 — The cheque cur 
rcncy merely helps the added velocity of the 
liquidation of debts 

12177 \Vcll, would you agree that U increases 
the solume of cuirency in the country t-—Veai it 
does away with the lag that would happen if 
there were Only currency notes or gold in pay 
ment of debts 

12178. You do not agree that it la an addition 
to the currency! — Yes, if it did not cSist more 
rurrency would he needed, because there would 
bo a greater lag and longer time taken to pay 
off debts and notes floating before coming back 
from circulation 

12170 Therefore you would agree, I take it, 
that the cheque currency amplifies the currency 
in the form of notes and coin!— That is so 

12190 What IS this cheque currency based onl 
—On opening credits with the bank 

121S1 On the opening of credits, and mci 
dentally also bills of exchange f-'Tbat is so 

12163 Tlio most favoured form of ctedit lostru 
mentt— That is to 

12163 An instruroeot which, if there is need 
will migrate into the Bank of Eogland, create 
credit balances there in favour of the redis 
counting Joint Stock Bank, and thus enable it 
to increase the amount of credit it can grant, 
hence the larger amount of cheque currency t— 
Thst it 10 

12164 Do you now agree that in England ex 
pansion and contraction take place on the 
security of commercial billsl— I do 

12165. Mhet other system is there which does 
not bate its expansion and contraction on com 
mctcinl bills! Do vou know of any other 
country ! — i’ardon me, wc are talking about the 
expansion and contraction of the cote issue, not 
currency 1 am not aware of the cheque system 
elsewhere 

12165 Is there any difference between » note 
which sets as money and a cheque which acts 
as money!— There is a considerable difference 

12187 IVhat IS tho difference! — Cheques are not 
joonry They are not generally looked upon os 
money No one keeps them in their pocket 

121S9 But they are the medium of exchanging 
goods! — And banka do not lay out their credit on 
the basis of the quantity of cheques they hold 
Banks control their credit by the ooiounl of cash 
they hold 

121S9 1 have just tried to show that the amount 
of cash hefd by the Joint Stock Banks at the Bank 
of England forms the basis of credit of the Joint 
Stock Banks!— Yes 

12190 And, therefore, iorais the basis of the 
volunia of cheque currency ?— Of the cheque 

currency, yes 

J2191 You are probably aware of the currency 
system which was in force in America before the 
Federal Reserve Act come into being!— Yes, 
broadly, but not in detail 

I2I92. You are also aware that it was mataly 
the 1907 crisis which led to a change in the 
system ! — Yes 

12193 And that the systezn lo-day is largely a 
note issue based upon gold and commercial bills I — 
—That IS BO 


22191 So that America found, after a great 
many years experience and a great many crises, 
that * currency which is not based on commercial 
bills is less desirable than one based on com 
mercial hills!— Of course the Federal Reserve 
system has got its advantages It has not been 
quite pmnsd or teited eo far TAece hare been 
certain bank crises in America 
12195 Since the formation of the Federal 
lleserre Bank!— Yes In 1923 a big number of 
banks in the North West of America went 
bankrupt 

1SJS6 But there was no general suepensioii, such 
as you had in 1907, was there ! — I believe In one 
portion of America something like 600 banks went 
bankrupt 

12197 Taking the other great trading nations, 
on what are their currency system based— France, 
Cerniany and Italy! It is the same system, is 
not it f— Yes 

12193 You would agree therefore that a system 
such aa you propose would be rather an exception 
to the genera! rule?— Well, wa bad the system 
more or less m operation in India before the war 

12199 But we have had it in evidence that it 
It a system which led to a great hardship m 
India, because of the widely fluctuating money 
rates between the slack sesson and the busy 
season !— But the high seasonal rots did not add 
very much to the average yearly rate 

12200 There voe a very severe banking crisis 
m 1913 in India !— Yes 

12201 I underitnnd something like 63 banks had 
to close down Did that banking cnaia coincide 
With a good or a bad hariest! — For the moment I 
ata afroid I cannot say 

12202 Utnry Siixtloteh ) 1 have the figures 
here which show that the year 1913-14 was a 
particularly good season 

12^ {Str .Vunerl/t JJadabhoj/ ) Throughout 
your written statement you have complained 
about the competition of the Imperial Bank of 
India and the defenceless position of the indi 
genous banks In answer to our Chairman you 
also stated, or rather showed the disparity in 
Circumstances between the Imperial Bank and 
the other banke by pointing out that the Imperial 
Baok of India has paid targe dividends, carried 
large eunis of raonev to reserve and also pension 
funds Before the Imperial Bank of India was 
formed the three Presidency Banks were doing 
the same business Did not tho phenomena to 
which you now refer mark the work of those 
individual banks! In other words those three 
Presidency Banks used to pay large dividends, 
ctrri laige sums of money to re»erve and to 
pension funds, etc , and in other directions also 
Were competing with the indigenous banks! Is 
not that the fact! — That is so 
IS'Oi Do you think then that the amalgamation 
of the three banks has m any ‘other way 
substantially prejudiced the position of the 
ladigenons backs ? — They have opened up competi 
tion now on a greater number of points They 
are competing at a greater number of points 
I2W Is not that due to the increaBiag trade 
and commerce in the country and to the facilities 
wlti^ bate been afforded in the way of trans 
port and m other directions?- The transport of 
specie to these points! 

1220S Yea T--Tliat would have helped 
13207 Then it is the general spread of competi 
tlon of which jou are now complaining?— Yes, of 
the State bast 

leXiS When the Imperial Bank of India Bill 
was before the Assembly, opinions were invited by 
the GovCMimfnt of India and copies of the Bill 
were extensively circulated Did your bank offer 
any opposition to the amalgamation scheme!— Ko 
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I^.M0 (.uuIU tut »u mal<. a small UKinniQi, 
with the liii)>erial llaiih wliiili mithi in tbi. 
fulnrw of lime, Jeirlo]! into n central bank or 
htaie Lankt 1 h-we no itoubt it nouM be 
feasible 

12211 Then m lara^rajib 3 you rifer to the 
fatourahle position in nhtch the Imperial It-ink 
of India ii put in nut diKlosinf; its loans to 
ita directors as well as guarantor*, and to part 
Iters and directors of firms and cutii] aniea. \ou 
are aware that thne clauses in the Indian Com 
I antes Act were in*erled after the crisis in 1013, 
where It was found that most of the banka bad 
lent large sums of money to their directura and 
agents and ntnpaniea on insuQiiient secuniyt— 
1 did not know that that was the primary reason 
for fht* efause 

12212. \oii are not aware of it t— Kot that that 
was the primary reason 

12213. Do not you know of the famous I’anjab 
easel It was done on account of the scandalous 
•Late of things which eaisied and which the 
(■overnnient found out in 19131 — It may be I 
fuate nothing in toy knowledge to show what were 
the reasons the lioTernmeut hsd fur briuging 
out this itatuie 

12211 Uid the prirate indigitioiii laoks pro- 
test agtinst this and say that this riause ought 
not to !■« inserted I— No 
12213 Do you dislike itl— No 
I2 .'Hj ^01* do not dislike this prorj«ic>n f— No. 
1221T \ou approve of itt— I do 
Ig.'}*!. ]>» Dot you think to the cate of the 
Imjwrial Hank of India the ven fsa tUt the 
insnaaing Coieriiori are a(u'ointeJ by the 
(loiernor General in Couttnl and four other 
(lOternori are appointed on IkIiiU of the (aosern 
luent to look after (he intereiis of tha Uoirm 
roent is an aJeijuate proiisioni— I hair no doubt 
It IS an a<le>iuate proiision 
1221') In paragraph 13 vou say “ No deGnite 
Iwnefit would accrue to tie community through 
lie transfer and eonlrol nf the mantgenieni of 
(he curreniy to the Impcrjal ftink of India” 
I nnderetind (hit you fake up »our j-osition on 
a dual ground— Ixith as agsinst the fmpenaf 
Tank, and -11*0 thif there would Iw no lenefil 
l<j ew/wiifuitfryf— TAal m »> 

1.*2 j 0 Then Isler on you *oy that there would 
Ih- n distinct loss to tic linking community 
if the government ceiscd to control currency 
In what shape would the loss let— la bauding 
oier the currency In (he mmpeting bank 
12231 How would It nffeit the pecuniary in 
terests of the other hanks 1- 3\ ell, we will snpposn 
at one oOicr. at Lucknow, tel us say, (here is a 
tlccnsnd for I0i>rupee currency notes, and (he 
hanks hnie to go to the Imperial Bank to gel that 
species of note Supposing their eonstiluenta 
want to mak» remittaocis to the districts, say, 
of Ownlior for ghi, the Imperial Bank might 
liand out lO-rupee currency notes and snj ”3\* 
have no JOO-ropec note* at the mowent, ’ and yet 
their customers going there would he supplied 
with 100-rupee notes 

12252 kou mean they would sbo* faiour to 
their own cu«(0Bicrs in preference to the cus 
loraers of other banks J— Being » competing bank 
a situation suefi as thif might arise 

1225.x In paragraph 17 you soy ' The Ira 
penal Bank should l>e rcguloletl bv the demand 
for money, or, in other words, liv tlie supply of 
loanable biuKing funds in Indio. Arti^al 
measures for controlling the hank rate abonld 
not be retorted to” What artiBciaf aetaurea 
have you in confemplntiun f — The issue of 8 crones 
of currency at a hank rate of C per cent —finding 
an emergency in a demand for money when the 
bank rate goes to 8 per cent 


1223L That It whit you conleinphieJ— 'ies 
12233 ioa base objected to the methods em 
ployed by the Ooicrnment for supplying 
seasonal currency and sou haie staled that the 
proper method should he foreign Joins, and also 
gettmg money out of (he hoards 1 do not want 
to put too ciiny questions on that point as my 
friend Sir Burshotamdis Thakurdas has niready 
que«(ioiied you on that point, but 1 would like 
(o pu( to sou one or tWo questions ta connection 
wjih It Before the Ooiernment of Icdia pa«*ed 
the Ad enihiing the amount to he raised to 12 
crores (here were msn> tight times in Bombay 
and Calcutta, and periods when emergency cur 
rency was needed Did your indigenous banks 
M that time get ripitnl out from foreign coun 
tries (0 rebeie the Situation in Honibay and 
Calcuilat 'No «e bad no acetss to it 
lf-2S«. You did not do itf— We did not 
12-i>" Did the money then come out from the 
hoards at thst timet— I should say yes. 

12250. Whit IS the basis of your opinion 1— A 
goo<t deal of baiair money did come out at the 
atlricliie roles and was pJocod on deposit. 

12259 Was tliat money siiiBeiciit to tide ostr 
the ilifTicullyl— No 

l^^OO Then m face of the fact that m previous 
eniergenciee sufhcient fomible foreign capital did 
not eome out. and money from hoards CAOie out 
m large quanlilies, was there do jiistiSiation for 
this Art asJ for tI>o measures adopted by the 
Ooverninciii f — Of course, the conditions of 
evihinge were such as not to make it attractive 
for money from ahrMif to come into fodia— (ho 
exchinge l•ctwccu India nad outside countries 
122CI Thai IS n ciriumrtincc which may happen 
at any time, ii not it-ihe slate of excliangef— 
t nie&s (he Indian curreniy is brought into rela 
tion with (he outside and on a common basis with 
the outside monetary currencies 
I22C2. Would It bo safe to have things at that 
state 1—rrovidcd arnagtmenls were made for 
btniging thu rupee into relation with inter 
national currencies 

I22U3 (Sif Jfejrrm/er Vdcrsy ) I do not quite 
undvvstand the reasons you give for your 
reluctam.^ m appro iihing the Imperial Bank in 
tJje eteift of jm/r 7««(Jnor Forlun 

Aiely voii neicr re piired to approach the Imperial 
Bank for nisislaiirt, I like itf — I would not say 
fortumlely ” It wn* jMSt of our policy not to 

I2'*CI As far ns I know, it is the practice for 
I inks genmlly in India to come to the Imperial 
Bank, and the adi ami's giien by the Imfierinl 
Bank to banks generally nt times have reached 
alxiut 19 crorcs of rupees Why do you act 
dificrently from the other big banks in India in 
that respect I — >SimpIy for the reason that in 1913 
we got a lesson when a rumour to oiir discredit 
wnt about that ne bid asked for assistance from 
the Imperial Bank 

I*5!S3 Times hare changed since then f — Yes 
132CQ. I see from this publication you are 
affiliated to the P ik O Bank f — That is so 
132b? I take it if you required assistance you 
would go to the P i. O BanLT — I prefer not to 
answer that question 

13*63 Cuming to the question of branch banks, 

I have figures here which show that out of some 
63 brantbes that were opened up to the latter 
I art of last year only 12 out of those 63 were 
opened at places where there was competition with 
the Allabaluiil Bank. BeaDy of those 13 4 of 
(tieio Were to take the place of the Alliance Bank 
failures so that in fact we have the Imperial 
Bank only opeoiog at 6 places where the 
Allahabad Bank has teen in competition Do you 
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oonaiJ<r tt unreasonMe, trcmi; thrj liare cpencd 
nlout 100 l>rnnrhrs tlint llicj thould ni'enti) 
HI 8 or 0 plVM till! you are eomj elJOg ptl— I 
nrccpt your figures, but 1 think they Br« rather 
larger 

ISSCO 1 have ilraun my information frpra the 
rviihnvc guru to us (<y one of the Governort nf 
the Iin|>erinl Jlankl — Tlien 1 »|U w-rejA tl, ol 
roiiTK, but the Alinnro tlmk ofTiiTS are rather 
a largo proportion of the IS point* ai]<h«] to 
(ho joints ishere tho Iiiiporial IKnk uaa Of 
those 12 points I forget huvr man) hranchca there 
Were Alongside us before 

tSlTQ Is not (t the case that one of (be main 
lUiriKiscs for which the Imperial I'ank was formal 
«aa with a view of encouraging the hanking habit 
111 India 1 — That is so 

1S2*] ^^e have had it given to us in evidence 
that in (he lase of those r8 hranilies tlie sums 
received on deposit flinoiinted (o 8 erores, whereas 
the advances only nninunted in (hose particular 
branches to 3i erores, so that w« hava a eurntus 
of 4| erores drawn from people at plvees wiiere 
these new branches have leen opened Is not it 
a natural nssuioption that hid the Im(>er]ai 
Uank not gnne there that money woviUl not have 
been drawn ml— No souio of it was drawn from 


12372. IVhy should the Imperial Hank have t een 
aide In draw it from you I— They are the Oovero 
ment Hankers. 


12178. I think you indicated in conne<tir>n with 
\our statement about Oovernment lank* i|at the 
major portion or a considerable portion ol (he 
deposits of the Imperial iMnk, was money not 
I orrowed at tho market rates t— A goml deal of it. 

I’J"( Iciording lt> Ibe pul lished return* that 
t have here— I have the annual figures in front 
of me— the finperial Hank has Icen in evistence 
for Rve years and on the “tUt Oeceovler the 
average Coveroment deposits in these five yevr* 
were on\) erores whereas the private deposit* 
in the Imperial Hank amounted to over 
"0 erores on the average f— Do you happen to 
have the figures for the 3lst March t 


122‘'9 I have not got them here I have only 
taken those from the published fiKotes and I 
am Riving you the average figure at the 
31st Deccmlwr but on the Slit March I would 
sny Jt IS much larger J— Very wach larger 
t2"76 hven allowing for its I cing much larger 
there is a wide Jiscreponc) between 8 erores and 
70 erores Ho you think that is siiOlcient to 
justify the statement in the earlier part of jour 
evidcnee that tho major portion of (l>e I auks’ 
money was not borrowed 1— I <fa not think to 


12277 I think 
ChajTiBnnl May 


I said (hat in reply (o the 
hare Ih© referent* to (hall 


121 g You said the major portion or a consider 
able poTlioti i — Ves lonaidembie portion 


t 22 T» I thJrik joti uaed Imth word* f— Did I use 
the word “ major ’ 1 Then 1 nuist have corrected 
myself 

ISS'iO Is not It the case ii< w that tiie linjieria! 
Dank give* all (he other hnnk* the facility of 
reioiltiug from jnunt to point at And I— I 
befiete to 

1*581 And Uiey charge the j ul lie for the same 
lirivitcge AthI— Not in all cases 

12382. I think sot— No, llxy were charging tho 
|•llb|lc And for rrmittanccs to llombav before 
this rule 

12283 Not (lie public, lilt the banks t— I think 
It was a (lie of the public lut I cannot si«eak 
un that I oint. 

13381 ] put it to you the practice is And 
for (lie banks, and Ath for the j>ub!ic. which 
Civci ths lanks an advantage of And agvioit 
the general public 1—f understood -that the 
rrmiUanres lo Uumbry were charged And 

grtivtSiMy 

liiM (f'^nirtnen ) The reduction is for batiks 
only 

122NJ {Sir dlrrnndrr l/urrrty) And is for the 
I vnls only, and Ath for the public The view* 
you have (wen expressing regarding ihe privijcgr* 
of the Im]>erial Hvnk o* <vinpnred with the 
Migeooos banks are views whirh are very Itrgely 
Iwld in ItiJio lou are really onlv voicing 
opinione which ore m t only the opinion* of the 
Allalivlad Hank, but of the esrhange I vnks aod 
other lank* and ol the puUie genernllyl— ^o, 

I think I am voicing an opinion from my own 
etperieofc 

123>|* You are voicing their general views!— I 
more or less j ut theve mine [ointi to the Ooiern 
ment two years ago 

12288 Are ties,© new* not coloured lo siiuie 
eitenl by tl^c fart that the Imperial flank is, m « 
scow competing agniist the cstabhsbvd banks in 
cerinm “ay*“it i* a new eoneern competiog 
against ♦ (aklishol I \nksl-l do not think it i* 
gcnerallv thought that the Imperial Bank n a 

1220% In reading up these matter* 1 hnd that 
uhei) the llraerve Bank for Booth Africa was 
startel ihere wasa general reluctance on the part 
ot other banks la make use ol ji on the ground 
that It was competing wuh them RimiUrfr, 
when tl»« rcdertil Reserve Ilvnt was started in 
(he Wnitc I Sfitcs there wa* n general reluctance 
on (He part of the other coinmernal I nnk* to have 
anything to do with it Is not it likely it i* |b« 
same feeling whieh exists with re;.ard to the 
Imperial ItanWl— Ko loo Wave the Imperial 
r.ink coming down into tho market and competiDg 
with jou orj every item of hnsmesa I do not 
know whit the redcral Bank of U o United State* 
do<* or what the Central Bank of South Africa 

l2iM {CAnirmnn ) Me are very much obliged to 
you for your very full assistance to-day 


(Xhr nsfacst withdrew ) 
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Sir /ICOiNALD UANT, KCIC. C 81 (.« Me CA^,r) 


Sir R«e<iorwath HooKERjif, KCIE.KCVO , 
Sir Norcot HAstii«GS Neeles WARkEh, K C I E I 
Sir MA^EC>.J| BiRAUJi Dadabhot, KOIE 
Sir llrasr Stdakoscs, K D E i 

Sir AliNAKDER JlOBERTSOS illTBRAi, CBE j 


Professor Jahavoik Cootesjee Coaajee 
U r WlLLIAA] Esatasd Presiov 

Mr <3 H Baxter 1 /t % 

Ur A AV«0,« ) (i«r«.r,„) 


Ur U U 6 GtRBir, C S 1 , CIE, eolJed abcI examined 


18231 (CAaimon dii ^ejmuW J/am ) For the 
sake of our records wiU ;oa give as a short sc 
count of jour connection with hnaocu) maUers 
la India)— 1 »as Controller of Carreocy from 
iei6 till the cod of ISIO 

18202 And jou were also for some time Sec- 
retary in the Tinance Department t— lor sii. or 
seven months m 1920 I officiated previously ae 
Financial Secretary, and 1 retired from the In 
dian Otvil Seriiee in April, 1091 

1859$ Tou are now Oeoeral Uaoager and a 
Director of the P & 0 Banking Corporalioo, 
Condon f— Ves. 

12894 You baie given ue a note * of the points 
on nhich }ou wish to tender yourself for oral 
examination Is that intended to he eibaustne, 
w trouJj you he prepared to answer other gues 
tions on the schemes which hire been submitted 
to you 1—1 thought that if it was permissible to 
travel beyond the particular points covered by 
the supplementary list of questions, it would be 
advisable to bring forward some points, in ad 
dition to those covered by the supplementar) list, 
on which I considered my evidence might be of 
some service to the Commission I do not mean 
to BUj that these are in any way exhaustive I 
was in a little difficulty, as 1 was not quite 
certain to whnt extent the questions origiDally 
circulated m India were to be regarded as super 
seded lij the list of siipidenientiry questions 
which I received On irmy of the questions in 
that supplementar) list I felt I could not give 
anything more than a sort of general opinton 
but I am perfectly willing to answer (hose ques 
tiona if the Commission wish to have niy views 
on them More particularly with reference to 
the paper entitled Proposed scheme for a gold 
standard for Indn,” there appeared to me to be 
certain underlying and almost fiindvmentTl is 
sues on which, from my experience on the ofEciai 
side and since I hwe left the service of the 
Oovernment of Indn, I thought I could offer 
some evidence which fhe Commission might regard 
as of some value For flnt purpose 1 drew up 
what I thought would be the main itsuts arising 
from that paper, simp)) and purely ns a bans 
for discussion, but by no means ns suggesting 
that I was not prepared to answer other qnes- 

1K^5 IVe Will begin with the note which yon 
have submitted There are several questions 
arising out of that which I should like tn pot (O 
• Appendix "9 


you In psragroph 2 you express the view that the 
Government authorities viould probably wish to 
reduce their responsibility and their interveution 
in the management of the currency Do you hold 
(hat It aould he to the public advantage Chat 
they should do sot To what do you attribute 
that inclination to which you refer in this para 
graph t— I hope 1 may be pardoned if 1 say that 
1 think (he service which was given to ladta 
by the official authorities was the cheapest and 
the most efficient service of which 1 can conceive 
1 hope I may be allowed, in order to illustrate 
the point 1 make about the cheapest service, to 
refer to an incident which ociurr^ in the course 
of m) service in India when Sir ^Vllllam Meyer, 
Sir James Rrunyate and myself went down to 
discuss fiaancial problems We met the throe 
Fresideoci fianis' iSecretariee, as they were then, 
and Sir William afterwards came and said to me 
'1 imagine that we three put together receive 
m emoluments probably a third less than the 
three gentlemen whom we have had the pleasure 
of meeting to-daj, to say nothing of any added 
amfaitifs R-hrcfi aftitcff to their importaat posts ” 
That was only one function of the Finance 
Department, namely, the administration of the 
currency and exchange systems There was a 
whole heap of others The point I wish to make 
on this'questjon of Governaicnt intervention and 
responsibility is the almost complete inability of 
the Finxiice Department to justify their action 
publicly TTiis could onli be done by officiaf 
communiques, and very often, if 1 may be al 
lowed to SOT so the views that we were required 
to suggest were views which at the moment did 
not commend themselves to us but which had been 
imposed upon tis in some otfier way The nivin 
thing in regard to Oovernment intervention in 
exchange and currency is that at some stage or 
other the personality of the nuthoritv who decides 
these (hiogs is flie ultimate factor Occasionally 
you have the personality over here \t other 
times you have the personality of some authority 
on the other side Naturally when it eomoa to 
a rase of exercising judgment somebody tnu’t 
tTefimtclv have the last word I persomily felt 
that if (here could be some system introduced bi 
which a Government officer howev?r high should 
not have definitely to deeide these matters anil 
fist if (hiRgs couU be left ns fir as poKilJe 
to bo settled by a system which everybody woul I 
understand as working automatirallv under eer 
tain conditions arising, a good deal of tint 
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feamc haJ lu ll.c 1 irtanit. De|.urtin»iit »We to »«iue »iUfr m j^liich caw «e tJ.ouia 

dviatvptar L particularly in minil h«« Han been left wUh iiplLiiig »mal!cr for the 

auchnucstiODs as Bairs of councils &nvftfi*«cUing orJioafy monetary reau.tcm.nu of the people 
»n operation of tl.e reicrae councils. AnjAher than a firo riipeo note, anJ we would then have 
tliins 1 base In mind « tlie «u«»ttoii of deter been faced w»lh the irapoasilility of | rovidm® the 
iBtaiiig Jwu' l^r g<?Jd #}w«Jd ie eswaraged to counfry wJt^i the chsffge f«^t««ced 
conic to India, and hoa far the currency alwuld Going hack to that time, was there eirf 

1 e added to by the purchase of aUTling tecutiUes. difficulty in getting gold toina accepted 1 

It 1 * withtn the recolleetioJi of individual tncjn (^fer to it being comnionfj acceptaWe Sty 

her* of the CommiMion that prior to the Cham recollection of that time u tint gold coins were 
bcrlam ComiuiMion there wae a whole body of readily accepted t — 1 would not like to s-sy that 
opinion in India whitli suggested that action were not readi/y arccpfc'f They wrtam/y 

was heiT>B taken, or Md l««n taken, to prexerA were readily accepted, hut the deinand for their 
the flow of gold to India In scltlemcnl of her exchange into subiidiary coins was always 
favourable trade balances That la wMl * had presrat The gold com was accctiled, hgt it at 
m tnind when I auggcsled in that aintenre that ^ demand— I do aol sat for aoslhing 

the probabitilies arc tliat the (joxernroeiii i.ke ji,* f,i|| amount of gold coma thus out into 
authorities themselves with to see their inter circuUtion-for fubsidiari coina loa had to 
veiition in exchange reduced to a roinimutn. As tlw gold com up m some sort of way even 

1 say , I thinV »t was the cheat est .xstem. and „erylody took it Without any demur You 

I lieiiexe U was an cmcieiit system. 1 am quite it Un ly lha i.ronsmn of other 


I believe U was an cmcieiit system. 1 am quite ^ i.ronsion of other 

certnjr it was a sjrtem which was worked eumncT 

deJderalely with reference to the h«« considers . ,v „ _ .v..v .x. .. vx 

t.on. „t ih, r»n»lrr ».lhnul .«j prnKt. '»!• ' '‘<‘^0 ■> ’• >'»" •"« 

»»d .illimt «n, iTOmiim. •,! .0, ln«I i'"’” H* f J'mijJ lor ropn, 

l!2!Ki (Sir r’„lr,„„S„ Thol.r/orl Tiy " IW "S,*’"”' ' 

l!M1 Il« Ih.t wjll 1» 


1S.OT (Cia(#*ian, Sir llrmruthl Hont) In ext.nl by the nreul.linn of RoIJ ooinet 

mr.jrxph 3 ot jone nolo mu o^.iot.o «■« It* -yn Alto 1 Ikinb 11. .Itm.nJ for tht .ilv.r 

tj.l.in Th, tr.t it III. ...luolion Ih. .1.10. "nf^if )«» h"J • o»o rup^ Po^ 
of the ailier rupee Are yea tn favour of that tVM Do you think it ifesiratifa to lutroduoe 
proposal either immedintely or eventually 1—1 a gold coin into titrw'a'ion 'tt order to stiTnulstc 
trrtamfy do not in the Icsst favour any proposal the circulation of gold as f'lrrrncy in India T*- 
to disvrcdit the silver rupee as the Indian At the present inomrntJ 

fitiintial MsWav u now cnnsxcucteii 1 Ao not At the pusint rnwHrW, pr sa a perma 

know hou long It will take hut I think ultimately n,nl policy l-At the present moment J Jo not 
vie must hope to see o eiianao m the babiis of the think it is possible Uliimatsly I think jt would 
fuiople (1 am lalkingoj the currency *adb\oking l,« s,v Usetl not tirtcssxnly dexicaUU TUre 
hfthiU nf the r^fplO '«birh wil) mvVe them realise *ould arise, and there is a demand at th« present 

that the silver rupee IS nothing more than a toVen moment, not nercssorily based on economic or 

com At preiieiit it is not so ana I do not »e« it otlier grounds, (hat there */iotijj be a (mW coin 

possible Within quite a number of yeava until aad I think that demand wi» have to be met ’ 

iheir habits have been altered to throw any t . ..i - . .. 

discredit ol anj kind on the silver rupee 


, V. , , ft . J present it *ouJd not Ig possible «,» you 

levqa, lout view, I take vt is that the curttney explain on what grnunds it would not be possible I 
note must for a lonsiderable lime to come, remain — Beeauee I thmfc the immediately ptesrnt 
convertil le into metallic coin 1~Yes requirement of the Indian currency system is 

Ifr’oa Would you say either silver or goldf— I the gofj backing m tli* reserve* ihoald be 

elwxWA sxy evWves silver or gelA wt llie wpVvosv c .1 siren gthewrd that there thuuld l« certsvr. rhwifex 
(fovernment in regard lo gold for the time hemp made in the character of the reserves so that pold 
1 ut iiltiraalely I should like to see a aysteni under would he more largely present there thin it i» 

which the rupee would W convetUMe antci silver the present nwimerA 

or gold eoiii, and when the acceptability of the ijjo? To,, mean that nil the availahle cold is 
ru} eo as cmiTertil !c into coin t$ well «slal> more urgently required for the revrve than /or 

lishcd I think that the stage of passing to the cvrevvlatvont— That vs so 

alteration of the charaeter of the rupee a* full lowa t. iw* ....lx t. 

legal tender could be safely entered upon I put ,o^Jt 

X'XiKS'? S; 

1 nm quite convinced unless conditions ii, India noat,,f.t?* th* orHi «rs> 

arceptfil/Ie te noultf be useless from the point of ...Jt® , _ ilj"”. ,V“* possibly 

view of the daily requirement* of the people Mffiewnt emd msv he avavlabl® would you then 

12M0 It wohUl b« too Urge a wnrtt— lb wouW ren^f— PersoMlly. 3 do iorwan'’* to 
be too Urge a unit because conceivably w* conid as a user of gold com hut I thwk fh. reonle 
oe nut into eircutotiow e. com as small « of tpdva Ao widi to «e ^he®s“C a* tisKf 
gold rupee It would be a useless com I lws« stold com, and you have to fake that info acrtunt 
this on the experience I had during the wsr, when If it were not for fhat factor I should .aw no 

we were faced with the possibility of not being but I do think that one has to meet in cuTtenev 
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reqaieements, ahat pMpia «aot anci not wiat liua i£> .jui^tjon was iriether Gorernment 
one thinly they should have should have the right to gne gold instead of 

do not consider it economically silver m exchange for notes, if jt wished to do so 
present 1 thiah the note is only convertible 


12310 1*... _ .. 

advantageous 1 — Oh, 

Jfail But you HOuJd supply il to meet the 
popular demand t — That is the whole point As 
1 see it the currency habit of any counti^ is very 
analogous to the religious habits of a people 
ioa cannot change their habits by sauog' that 
this IS a wrong hahit and that ^ciefore some 
other habit should take its place I think they 
will have gradually to learn and appreciate it for 
theiaseBes The aae outstaaeltag lesson sibieb (bt 
war impressed upon me in regard to ennency 
matters was that any change in the currency 
habits of the people of India could only conm 
about sJowly aad epantaneoush (ram itfthin, and 
^onld not be forced upon them from ouhout 
13313. Holding those Mews I take it you would 
not take any step such as is contemplated lo the 
Finance Departments memoranda to stimulate 
the desire for goldl — No 
1S313 Tou would not reduce the legal tender 


into eupeea/^ies 

12320 The question 1 want jou to answer is 
ubethef >ou would recommend that the note 
should be convertible mto either gold or rupees I 
— lou mean 4 /ega/ obfigafion f 

12321 \esl — Not quite yet 

12322 At the option of the Government 1— If 
you put in at the option of the Goverpmeat, 
lea At the option of the Government I would be 
prepared to go to that point 

12323 That would leave the Goiernment free 
as Its St>^(3 resources increased, to cash notes 
more freely iti gold That is right 

12324 Now we come on to the other radical 
(hange to which you refer in paragraph 3 of jour 
note Ion say, So Ions the note is fiat of 
the Government and not of a, bank impartiahiv 
can generally he e«pected from thoso whose 
function It IS to manage its issue ' You 1 


of the rupee 1— Certainly not I would not do referring there f tats jt, to the possibility oi the 


anything whatever which wcaild indicate that the 
status of the silver rupee is going to he altered 
If so 1 can conceive that a very confused state 
of affairs will arise If there w^re any suggestion 
that in the course of a certain number of years 
(joverniiisnt definitely meant to reduce the 
character of the silver rupee from being a full 
legal tender com I do not quite see what would 
happen I have attempted to visualise u ao far 
as my own particular iphere of activities is 
concerned at the present moment and it teems to 
me (hot (he firei (hing which one would do would 
be to say that one must not hold any rupees at 
all ae^ at some time or another bv Government 
action or in eome sort of way the rupee would 
cease to be useful lou would therefore jnst keep 
(he bare modicum required for dai/r require 
ments The same thing I take it would operate 
with other people lou would not want lo he 
caught with a stock of rupees which were n> 
loflger full legal fender 

12314 You mean there would he a large return 
of rupees to the currency veserfel— I ehowld think 
ao 

12315 The poliei you advocate I understand is 
gradually to introduce gold lo let the eircula 
tion increase by naloral proceoses and let the 
sovereign or the gold mohur circulate with the 
rupee and he equal legal tender 1 — ^Side fay side 

12310. IN ould It be advisable to make the note 
convertible into either gold or silvert— 1 think 
Government, or whoever i* responsible for the 
note issue must necessarily have to reserve the 
right of paving out gold or silver because I do 
not fancy there will bo enough gold to meet pos- 
sible demands for encashment in _^ld,^bttt where 


note issue being made oaer to b bank sue^ as the 
preaenk Impenal B&nk which eouducta com 
laercial business 1— That is right 
l232o Supposicg the note issue were made Over 
to & true central bank would that objection of 
your a bold good t— No, I do not thank it would 
bold good to anything like the same extent It 
prob-ibJy would not bold gooil at all, but I had 
not conceived condittons of any other usua than 
those which were postulated in the preamble to 
the memorandum whicli was that the management 
of the note issue would be iq the hinds of the 
Imperial Dank as at present constituted 
123 3 Quite to That wat conumpUted tn the 
memoraooum I— The first sentence says based on 
those atfui^ptioos Supposes we were, for the 
purposes of the present talk to use the term '* a 
bank of issue” witbqut defining how that bank 
of issue was to function m relation to the 
Imperial Bank, and assuming it was not & hank 
engaged m commercnl functions and supposing 
we had a note issue of such a bank of issue the 
conditions o) impartiality to wbirh 1 refer m 
paragraph 8 woiiul I think be expected of sucJi 
a bank of issue I ought to put m a eiveat at 
this stage (hit if the bank of issue Was to take 
over all tbe lauUit iicity of points at which 
notes are to be exchanged fov coin, or coin for 
notes and all the questions connected with the 
management of n nets issue it would require an 
enormous staff and it would be represented 
almost at every point where Government are 
already represented Also wherever there is n 
Treasury under present conditions the Impenil 
Pank IS alreadv represented at most of these 
points through ita branches The function o! that 


ft would be possible fo issue gold I should like bank of issue aould be limited nt these points to 
to see a free issue on demand by the publie for *’■' ‘-■'•a’' '"''..i f.irre«»., reni,,.„m»ni, 

gold com in erefisnge for notes 

12317 That is if the public wanted ill— If (he 
public wanted it NNe are only filkmg at (lus 
stage with reference to the internal use of gold 
for the convertibility of the rupee interoaHy 

N\e are not discussing the convertibility ol the whevt at present there 
rupee into gold externally t ' ii^.i.«/l n> 

12318 Not— Internally I feel that you cinnot 
improve on the policy which Sir ttiHnm Meyer 
introduced namely, of giving free converlihUitr 
of notes everywhere into com and J would ^ 

Bold*^" woul^Jike tVsM llh'armct as'^Srh M for the supply of currency notes then we should 
posaibl* consistent with the requirements of gold hereto look at the question m another way If 
for otlwr purposes connected with the sUhility the Goaernwient currency ‘'ffiees ate to be main 
of the curr^e? system tawed and their characUr altered to (he currency 


the provuion of local currency requirements 
There would thus be ft super imposition of 
ftnotber iwstitution on top of Ibe Governiucnt 
offices aod of existing institutions 
123^ Po you think it would le necessary for 
central bank of las I6 to hare offices at all pJacjs 
hevt at present there nee Treasuries t I confess 
I hate not worked ont in detn!— Jjccsuse it is 
quite a new suggestioq to me within the last two 
or tfarM weeks — how the bank of I'sue coulj 
operate 10 the np-country centres If other people 
are to act as its agents— if ensling banks for 
instance tbe Imperial Bank were to act as agents 
for tbe supply of currency notes then we should 
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offices of the bank of issue, the bu'iness *t lLo«e 
particular points could not possibly be reniusera 
tire to the bank of issue 
1232S Are you referring to currcocy offices only, 
or to currency chest® I — lo chests, as well 
ia29 Becan^e the cuTxenrr offices are tOHipara 
lively small in Humbert — ^he names have been 
altered but the facilities for obtaining currency 
are sliH available, only under a different name 
l^SoO. That would require thintiUg out I — 1 only 
want to put in a caveat at this point with regard 
to a bank of issue, namely, that m its functions 
a® s prouder of currencj at up-country centres 
that function could not be expected to be very 
remunerative 

12331 Probably the cAiUgatjon would have to be 
undertaken in return for the privilege of issuing 
note% which would m it««lf be very remunerative 1 
Yes. 

12332. You say that a bank note would require 
a larger metalUc covet than a Government note t — 
My point IS that it could not rest on a smaller 
metallic basia I meant that with reference to 
the suggestion which I see in what I hear you 
describe as the Finance Department memorandum. 

1 put that point in with reference to the 
suggestion that the cover for the DOte issue could 
be ns low as SO per cent 

135553. On payment of a taxi— Oo payment of a 
tax, and the general centuBplattos is that it 
should he SO per cent 

ISSSt You consider that to be too low for 
safety!— I think that is tnaJequaie. 

IS^ lYhat IS your view as to the possibility 
of a bank, note being readily acoeptsbie in India, 
provided there ts sufficient metallic backing 
Would It m your view circulate as freely as a 
Government note t— I should have said no from 
UT erperieDce I think it will ultunalcly circu 
late but I think at first there must be questions 
asked. 

1233d. It woald take a little time to establish 
It t—l think so 

1233* Then what would be the result of that- 
a latger hoarding of tnetallic currency t— t should 
have a-iid that that would Iw the probable 


A merchant house which is about to buy raw 
material for the purposes of export, prefer#— 
a»d I cast quite understand it^to come to some 
arrangement with their banker on the basis that 
during a specified period they will need accommo- 
dation, say, to the extent of 2o or 30 lakhs as the 
maxinitun at any moment for their outstanding 
overdraft, but on Monday they may be 20 lakhs 
overdnwn , on Tuesday they may be IS l akhs and 
t >0 Mednr^ay they may ^ £2 lakhs. This is 
a much dbeajier form of finance from their point 
of new Besides I do not see how a man can 
begin to draw ius bilk Supposing that he is a 
purchaser of cotton in Bombay from somewhere in 
the Gujerat be cannot be drawn on by the 
cultivator for the amonnt of cotton which he pro- 
poses to buy usauiuins be has settled the price. 
Hia method of operation is to send, in the crudest 
form, a sufficiency of notes or silver com He 
goes round and buys what he eon, here and 
there, irom either the cultivator direct or through 
some intermediary He cannot moke a hill m 
that case onder (hose conditions That is why I 
doubt whether there is a suffiumey of those bills 
in India to justify our bemg able to say with 
eoofidence that they are available for fidueiary 
cover 

123t0 Do not you thick it possible that the 
practice may change in that respect, and that 
the supply of bills may inereassf— As yet 1 can 
not quite see it. 1 have endeavoured to see it, 
but I cannot see the change yet, because you hare 
not got in India a whole heap of intermediary 
links which exist is (his conotrv You have not 
got accepting boueea kcu have not got the 
possibility of drawing against the goods to be 
supplied or on the purchaser of gooda 

)25tl Let us pass to the alternative mtem 
which you recommend kou say vhat the primarv 
objective is to direct gold into the Indian cur 
tcncy Supposing that instead of increasing the 
currrncv note issue against bills we were to 
forte imports of gold into the rountry, would 
not that gold have to be sent out aeain in (he 
slock season t — I think it vs very probable Some 
of It would. I do not say nil, but Kome of it 


coosequenre. 

12353. In paragraph d of your note jou say that 
the admissibility os fiduciary cover for the note 
issue whether Government or bank note, of 
internal trade biUa appeavs to yott to be question 
tide kou say that the primary objective should 
I e to attract gold to the Indian currenev Is that 
the only reason why you question the policy of 
issiiing notes on the securitw of internal trade 
billet — No. That is not the whole of my objection 
My objection is implied in the two sentences 
winch follow 

125.'B> Tint 18 with reference to the Imperial 
Bank purchasing the billst— That is one aspect 
of It The other aspect of U is lhat I oerer 
have seen in India a sufficiency of internal trade 
1 ills which 1 should like to aevept as cover for a 
fiduciary issue I do not say diey do not exist 
jn limited quanlUies but I do not think that 
iWy evisi in an> thing like thesufficienev required. 
The bulk of Indian merch-int business is done on 
the b-uis of cash credits that is to sav, on 
running oierdrafi the amoant of which will vary 
from dav to dav and not by the making of hilU. 
Hills can be drawn against specified qaaolilies of 
goods when these goods are lo come into s 
country or when they go out of a countvy or 
when any gomls hare been manufarturrit and 
have been purchased jotemslly and the purchiwr 
wishes to defer parment for any legitimate reason 
whatever tut finantial Vudits in India do nrt 

end themseUea to the making of internal hilla. 


12542. Ulat would happen to the rest. Do too 
(biuk It would go into currency or go under 
ground 1— I contemplate it remaining in the 
vattency 

42345. In the corrmey resenel— In the cur 
rency reserve. I can see that the reflow of funds 
back from up-couatri during the shek season 
would be checked bv « certain amount of the 
vOTTency gold going back from out of India. 


I25I4. You recognise that the svstem of ev 
psodicg tie currency on the eecnrity of bill* 
pTovidea ioT automatic contraction of it again 
ns the bill* mature?— That is the theory of u 
nod 1 can sav that we in the Finance Deparlmenf 
10 1919 and l'‘I9 were yxiraordioanlv attracted 
I y it. Be saw the si stem referred to in America 
Ue saw It working there and if you would care 
to do the old Finance Depirtmenf the honour 
of referring to the memoranduta which «« sent, 
■nd which IS, J think, among the papers of the 
Babiugton Smith Committee you will find the 
yoiut product of the three of u» who workeil on 
tht\ idea- We were verv much stlTartcil by n 
I do not know how far this is relevant but at 
any rale u u of interest, tVhen it ram^ op hr 
ewinafion in the Babiogton Smith Committee, 
tho» on that Ce^mee who had had practical 
experience of I ill business said ‘It il not bv 
MT mean* m easy but let M have a shot at it." 
That is really what it came to Be nut it on 
Ccimraittee on the Ust, 
that It should be sgamit export bills, and ,f 
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auii we know quite well that whatever may be net do it . we do not belifv« *hi»«o ' 

Mid about the bills they were bills which were haw not found fhem 11 we do £^Sm we wrl/ 
forced to be made for the purpose of piovidmg take them in ' I would like to feel that^ou have 
r^rUin elten *" « .a India wK 

10^1^ 7k . » 11 ®“ absolutely strong and independent that it could 

12W5 But the currency actually was con tale up the same attitude towards the Govern 
tractedf \ea, the currency was contracted, not nentas we have known the Bank of England here 
because t^be bills had paid themselves off but take up, and that it could fake uo the same 
because there was a reflow of currency from other attitude towards banking institutions such as the 
TT 1 1 *k 1 j England takes up here and whose whole 

How would_ the currency be contracted business is to keep itself thoroughlj and 
■ ' 1 imports of goldt absolutely liquid, and who would not hesitate to 


haul over the coals any attempt at oiet trading 
or over speculation, or the growth of habits 
intmical to sound banking 
1334S Yon would make this laatitution eatireli 
independent of Government t — Yes, entirely 
its functions and 


if the expansion were b-ised — . , 

You saj that only a certain amount of it would 
Ic re-exported t— Yes, it would entirely depend 
on the character of the season and the differences 
of money rates between India and elsewhere All 

that would tend to send gold out or keep gold in mucuenoeui oi uovernm 
Last year-nnd Sir Norcot \\arren will agree independent of Government 
with me in this-there were quite long perils ,ts operations I imagine that aovernm“ent 
in the slack season when money was unlendable would necesearilv have to come la as a share 
in India If jou got i per cent or J per cent bolder, because I conceive that reserves of 
for money you thought you were very lucky the Government of lodia-the paper currency 
There was no means of getting that money away reserves and the gold standard reserve-would 
It might have been used elsewhere but there was probably have to go over to it, and therefore 
no meana of getting that money away except by neceesartly the Government would have to par 
everybody doing the same kind of exchange opera ticipate m such return as these asseti, which 
tion , that js to say, of buying gold eschange would be handed over to them, would earn 
ready and selling forward gold exchange so a« ^he Government would be a large share 

to bring le back at a later time. Tbe result «» holder t-The Government would be a largo 
that a good deal of money there remained abso. ,k,,^k„i,i.. “ 

lufely idle If there bad been a poasibility of w«„u >♦ knv nn ^ <k 

phrsieally contracting the basts of t^be currency ",®, «r« 'Station on the 

and of being certain of being able to bring gold f°7.. “® ^ 

back to India when money rates again changed « »«*»• . . 

JS tha other direction, you would have hid a The lam»t shareholder would, , be 

natural and automatic contraction when monev unrepresented t-The largest shareholder would be 
was in surplus in India, and a re attraction of unrepresented 

It to India when money was in demand 12758 Do you tbink you could obtain efficient 

. . ... direction and management in India!— I agree 

iswr In your last paragraph you refer to the with you that that is one of the most serious 
different functions which the Imperial BenV practical difficulties 

would have to discharge if It took over t^ note jjjjj ,j ^ut oft the Government from all 
issue, and suggest thit these different fmic pau.cpatioa in the direction of the bank, and 
Cions should-^ differentiated and that their die Government is not allowed to have anything 

charge should be effected not by one eingle ^ ^ itl— You have put one of the serious 

inrtitution, hut by Mparste instituliOTj or *rBcuIties That is one of (he many 

ngenciee Have you thought out a echeme for j gaid surround the quea 

differentiating those functions t— In a vague sort j Strictly epeaking, there are only two 

of way I wntemplato that you would necesearily „,i,rnativeB which we can consider at the present 
have to nave a central hank *1*“*^^ jf* moment One u the coatmaanee of the present 
problem I think, must be segregated from the Government manages 

other problems by which the whole of these qo^ „rhaiwo and currency I can see that - - 

tions are surrounded I think wo need to go into . i.,.* fhs exBrrisn ot n 


_.e surrounded I think 

an investigation of the problem by itself of a i,””iadVvidual oEcers of the Finance Department 
central bank who would be charged primyily . ni,k,ng certain statutory obligations m regard 
with the function of endeavouring, bv a mo^ary ^ portion of the exchange system, that is to 

rate policy, to keep exchange etaWe with an ^ , aj founrf^t.on The 

obligation to buv and to sell gold and «‘w "•* other alternative is to ,et up a central bank, and 
the duty of holding the ultimate balance, pf the „ going to be managed bv 

country, who would not bo endeavouring to Government, or Government is to be repre 

engage ID rommercial business excepting in a very . . . .i- et , i . 

limited and liquid way and who would make no 
attempt to attract deposit^ by the offer of interest 
and who would, generally speaking stand so ouU 
side all existing banking institutions (and here I 

„.k. » ,oml ol ™r B'Wt M m,a m u...rau..... .. ... ........ 

“‘lV°r,S7°TodU“ ihTaiAnJJt T.S ■«"«■ «"* 

■ .»». Th» ... ... to .1,. .1. 

ertran^eoui tVthc mstitution of a sound srstem to satisfy itself before 

of banking in India Had such a body been in resnonmhihties that the body to which it would 
existence at the time when Government proposed imm them o 
that there should be taken into the currency as thew. 


iiiait to n large extent the exercise of judgment 


sented on it, or the Goiemaeot is to have i 
large share in the direction of affairs well I do 
not think you are doing anything more than 
making another Government Department and 
adding to it the control of the monetarv policy 
of India which the Government at the present 


er would ^ cojnnetcnt to discharge 
a say that is a difficulty which you 
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cannot get over!— I think it is a >ery serious 
difficulty 

12355 You see my point!— I quite see jour 
point 

12356 Ho» 13 Government to divest itself of 
these reiponsibilitiea unless it is assured that the 
body that lakes them over will be cflicientt— 1 
do not see how Government van guarantee that 
there will be a supply of the human material 
available now or at alt times for the efficient 
management of R central bank A risk of that 
kind IS inlierent in it It is a risk which every- 
body has to face at all times in regard to anj 
enterprise Under a sy'lem vvl tre Government 
continues its present iuiictious Government is 
taking exactly the tame kind of nak under 
the present sjstem. It relies on the raw material 
that it lecruits, and takes the ri'k that there 
will be a reasonable chance of securing from its 
recruits n proportion of men who will ultimately 
be capable to assist in the discharge of these 
functions, it trains men up and so secures it 
self I cannot see how one can guarantee that 
the central bank would be able to obtain im 
mediatelj and lor all time the necessary material 
I take it that if there is a demand the supply 
will come into existence I know my role here 
18 to answer questions, but I would like to put 
this question Assuming that these functions were 
transferred over to the Central Bank, and as- 
suming you had not got the need tn the Govern 
ment department for men who would put 
themselves to the study of these questions and 
endeavour to master them as a porely official 
(•mbition, would you have a supply, on the 
Government tide of the nece«ary material t 


12357 Ton mean that if you hare a Central 
Bank the Finance Department would atrophy t— 
You know yourself, Mr Chainnan that it is 
less than fifteen years since the office of Con 
troller of Currency was crested Previously it 
was a fnnetion attaching to the Controller and 
Auditor General The diSerentiation took place 
I think I am right in saying either in 1013 or 
1914, by reason of Oovernment realising that 
there vras a whole series of technical questions 
for which it was desirshle for them to create 
n smalt technical department It was an ex 
tremely small department and tn its early davs 
of recruitment it was not m any way easy to 
find suitable men I can speak from that point 
of view, because at all times in the Finance 
Department we looked round about to see whom 
we could find for Ihe purpose of carrying on 
Those are the same problems that are going to 
face the Central Bank As I sav, if there is a 
demand for that tvpe of man I take it the supply 
will come I do not think in the early years 
of its existence it can do without recruiting 
from within the Government department whidi 
has made a study of this question, bmase 1 
think It must but later on 1 elundd hope to 
see It find its recruitment outside 

12356 (Sir Uenri/ ^iraloteh 1 With reference 
to paragraph 7 of your memorandum you aay 
that the proposal contained in the official memor 
tallic proportion in the 
nadequate in your view 
recommend dioald 

- -.jrrency reserve to assure the 

external value of the rupee J— The external value t 
that ts Its primary object is it 
not] 6 metallic resci-ve i« held to assure the 
xternal TaJu^of_ the ropee that is to say lU 
to Its Internal 


revrve is concerned i. .. _ 
What metallic ratio would v 
he held 1 • 


1 2300. Tl« 
yoo make v 


•o go together do they not» If 
token coin convertible into goM 


for that purpose the reserve is there, and you 
will be assuring the internal value as well as 
the external value of the rupee!— To maintain 
the convertibility of the rupee externally I think 
requires an entirely different method 
12361 Let us look at it in a different way, 
namely, to stabilise the exchange, which is in 
fact the same thing! — That is an extraordinarily 
difficult question The extent to which seasons 
in India can vary cannot be measured in terms 
of percentages If you have three years in which 
tie balance of trade goes against India, if you 
want to stabilise exchange on the huis of the 
metallic proportion in the currency, I think jou 
would have to have a full cover 


12363 On jour note! Are you speaking of 
notes!— lly paragraph ms with reference to 
notes. 

12364 You would need 100 per cent cover to 

assure the external value of the notes and the 
nipcMt— If you have got to give out gold both 
for tU purpose of meeting an infernal require- 
ment for converting notes info gold, and bI«o 

12^ kou had turned down the proposal of 
Ibe finance Department to give India a cold 
currenev and make the token money convertible 
internally into gold I eliminate that. I am 
merely trying to get what wni « your mmd 
when you said that the proposals of the Finince 
Department as regards metallic reserve are in 
sufficient What would you regard as suffieienti 
-I cannot Mnceive that we can work on a basis 
of a mstallic proportion to bs determined by 
the possibility of having to meet all the note 
circulation being required to be turned into gold 
for the purpose of export * 

123C6 If you do not care to give a proportion 
total amount of 
gold to b* held in the reserve!— ilv own feelinr 
About It „ that I would like to eee agnTd nne ?n 
enstence to India with practically a full corer 
123W A full cover— 100 per cent gold I will 
bdl*' Ton?ftv*.n the® comraerej 

cyrency Do you not then contempki a*" 
fiduciarv cover !-I should like to see the fiduem^f 
cover. If ,t were po.s.ble so reduced m to “VprV 
Kot A minimum quantity and of securities which 
market-not a, I hoc 
123M Government securitiesI-Government 

lue has si .nmj time 


uuiernmenc securitiesl- 
..TOCities for which value has at s 
other been received 

But TOU are probably aware that m none 
of the «ntral banking svstems m existence so far 
/. know, are Government securities regarded 

wti w 

I237I Why should it be desirable ta India 
when It is not desirable in other counfriest- 

jn: .Trar.™ v, 

'*S4“ r- ",r ” •» --.t'CTh.”,' 

mndilioo, of trading wert suTh that 
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jou could '«ori on a sjstem of bills, and if you 
bad a system of accepting houses and disoouat 
houses, and a money market functioning on the 
basis of three months or four mont^ bills, then 
1 ihint JOU could work that into the currency 
sjBtem, but not directly 

12374. But IS not a Central Bank a power to 
discount or re discount bills fundamental to the 
establishment of a discount market I Is it not a 
fact that the discount markets in all the great 
financial centres rest really upon the possibility 
of re-discounting with a Central Bank 1—1 agree 
that IS so. 

12373 If that is so, would not the establishraenl 
o{ a centra] bank, empowered to discount or 
re-discount bills of a certain character, be helpful 
to the financial organisation of the country! — 1 
certainly contemplate that should be one of tbe 
functions of a Central Bank. 

12376. I take it then, in these circumstances. 
JOU would be in farour of an eligible conunerciai 
bill being put behind the notes, because that is 
the only waj, 1 take it, by which re-discounting, id 
tight times, might be effected by the Central 
Bank! — kes. The re-discounting of eligible paper 
■n London does not result in an ezpaosion of the 
note issue, it is done to such a iioinC as it is 
regarded as safe for the Bank of Logland in tt$ 
banking departmeot to reduce its proportion 

1SS77 But la this country expsssioa and con 
traction take place, not in tbe form of notes, but 
in the form of cheques f—Ves, I agree that it does 
that to » large extent, and I would much prefer 
to see a similar system in India 

1237S. kou also refer to the difficulty of getting 
bills, beeauso tbe purchaser of raw material will 
not know upon whom to draw In the ordinary 
course he would draw upon the person or firm 
who bufs the material from himf— I do not 
follow that with reference to Indian condiliona 

2S379 If a purchaser of raw material buys the 
stuff and sells it to a consumer or manufactnrer 
in India or abroad, he would draw upon that 
firm J— kes 

12380 And the bill would in that way be 
created If he gets tbe signature of bis bank on 
it, he would be able to discount it at the Central 
Bank!— I would like to particularise that quee 
tion I am not quite lure I follow it Let us 
tale tbe case of a firm who is buying raw jote lor 
the purpose of export How is the suggestion 
to be worked! 

12381 I tale It that the purchaser sells bis 
material almost immediately he has bought itt — 
Before be buys bis raw jute in one of the jute 
districts be bss sold it Vou propose that the bill 
he draws on his purchaser abroad should be taken 
in as cover! 

12382. It would be discounted in the ordinary 
course!— That bill is not accepted How conld he 
give It to the Central Bank! 

123S3, You probably know that there are ways 
and means of getting over that. There is, for 
instance, the Kinker’s acceptance A great oea! 
of the bill business is done by getting a bank to 
accept!— Yes, but the acceptance would be out- 
side India. 

12354 Not necessarily 1— Who would accept in 
India! 

12355 Just as any conunerciai bank gives ■ 
cash credit, it would probably be prepareil to 
accept it!— The conditione of business m India 
are such thst the banks finance the export trade 
b> buying these bills, kou are now insgesling 
that the banks should finance by accepting on 
behalf of the partiiaseT over here I 

1238$. Not necessarily, if tbe bank accept ud 
if there is s discount market, the discount market 


f. CSI CIE ICanlinuid 


would buj these bills Failing a discount market 
probably tbe bank itself would!— Primarily, these 
would sterling bills I 
12367 No, I am not thinking of sterling bills 
1 am thinking of domestic bills!— I do not see 
where domestic bills are coming in under that 
scheme, because I understood your saggeatioa nas 
this— that JOU have a purchaser of raw jute out 
side India, jou have a purchaser of raw jute 
inside India, and tbe purchaser of raw juCe inside 
India wants to go and buy his jute up-country 
At the present moment, in order to do that as 1 
ha»« explained, be has an arrangement with his 
boubers that he can take out so many lakhs of 
rupees To put it absolutely in the crudest form 
ha converts that credit into notes or rupees and 
he phyucally has them sent up-countrj, and there 
be buys the raw jute You say that because ha 
has sold in England therefore he can draw a bill 
instead of getting the necessary notes and rupees 
by using a cash credit I suggest that that bill 
must necessarily be drawn on somebody outside 
India 

123S3 There are jute mills iQ India that are 
buying raw material Is there any objection to 
the seller drawing on the buyer in India of jute 
and discounting his bill!— But tbe mill which 
bujs raw jut« buys lute for the purpose of muu 
faeture at its mill into goods, and for that 
purpose, who is to draw I 
123S9 1 am not speaking of tbe mill The mill, 
as the bujer, owes the mooey and is therefore 
tbe debtor Ibo creditor bas got Co draw upon 
the debtor— not tbe other way about!— Then is it 
the up<ouiitry seller who has to draw on tbe null 
agent I 

12390 Yes. That is tbe ordinary course in 
ubich bille are drawn The purchaser who is not 
willing to pay rash is prepared Co accept the 
bill!— I agree, but as I explained to you, under 
the conditions in India the purchaser of the raw 
material goes and meets the grower or tbe 
producer with bags of rupees and with wads of 
notes I have seen it In the Central Brovmces 
particularly, during the busy cotton season I 
nave seen representatives of three or four of these 
big exportiog houses setting forth before dawn m 
order to catcb the carts bringing in the cotton 
before they have come to the market, and saying 
* There is j'our cotton , 1 want to buy it , here 
are my rupees,” and the chuprassis are t^hind 
them with the rupees 

12331 But there are other wavs of producing 
perfectly genuine bills, namely, by drawing upon 
jour bank, the back agreeing to accept. MliaC 1 
want to put to you is this. Is it not a fact that 
the great virtue of all central banking systems is 
that they are, in a sen'e a place of refuge, in case 
of an emergency, for other banks! — I agree. 

12392 And that the only waj of being able to 
liquefy their assets is by presenting bills to the 
OotFal Back! That is tbe accepted principle of 
a centralised system of reserves!— Yea I quite 
agrro with you that that is tbe whole theory of 
it, and, as 1 said in answer to the Chainnan, we 
were very much attracted by it, but I say tbit 
tbe eKpeiienee in India has shown that there is 
not in existence at the present time a sufficiency 
of that kind of bill which ought to l>e made cover 
for further financial facilities. Mhether they 
should not come into existence or should not be 
railed into existence, is another question I 
should like to see them called into existence and 
1 aay the preliminary to that is the existence of 
accepting houses and a discount market 
13393. May I ask this! Do you think that the 
habit of drawing bills can be fostered in India!-— 

If it la cheaper and satisfactory I think you will 
find it can be, and will be 
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12394 If :t IS cheaper, you say Of coum, 
you are airare that the discount rates in other 
countries are usually far lower than the rates 
for cash credits? — \es 

12390 Mould not that be an inducement toraiM 
credits, not through an overdraft but through the 
drawing of bills?— 1 thinb that question must be 
examined with commercial men— as to which of 
those two methods would suit them from the point 
of view of efficiency and cheapness 
12396 (5«r J/aiieel 7 » Daiialhn;/ > In paragraph 
3 of your memorandum, as well as in answer lo 
questions of the Chairman jou laid a great deal 
of stress on the desirability of not discrediting 
the Sliver rupee, and }au stated that for quite 
a number of rears the silver rupee must stand 
as a token coin ol the country Am 1 to under 
stand that you entertain this new bicau*e of 
the silver rupee being a token com and there 
being no other coin to replace itl — Les, I think 
that probably puts it 

1239“ I have correctly put your situation f— 
Yes 

I’Sa?. Am I to gather from that that if the 
Sliver rupee can be reasonably replaced by 
another com, a gold com which is practicable, 
JOU would base no obieetwn to the issue of a 
gold coin 1— Yes, if you could get the gold com 
functioning in the same way as the silver rupee 
12309 You would have no objection to the gold 
com 1— If you could do it 
IS400 Then yon also stated le answer to the 
Chairman that it is not de<trable or po*sibie at 
present to stimulate the gold com?— kea 
13401 All the gold available being more ur 
gently required for the reserves, kou know that 
large quantities of gold have been imported into 
India particularly durmg the last few year*. 
If facilities are given for the free coinage of 
gold com 10 India by the establishment of a 
Mint indeneodcotly of Government imports 
would you nave any objection to the etimulation 
of gold currency in that way f— Does that ques- 
tion mean that gold which has gone into India 
in the form of bullion should be tendered for 
coinage ? 

13402. Yes, by the people and that the gold 
coin would circulate. Mould that meet with 
jour requirements t— I do not think that is poa 
sible 

12403 Why? — Because it implies that the gold 
which has gone into India hu remained in Ibe 
same unmanufactured or unused form as it came 
into India but it has probably been broken up 
124&J Your argument is that it is not possible 
iecausp It remains in an unmanufactured fomtl 
— No I say it has been used. 1 say a good deal 
of it has gone into u«e in the fonn ol ornament* 
12405 Ornaments in private homes! — It has 
been broken up The big bars haie been broken 
up and the small bars have been still further 
broken up 


12406. But if the people find that it pays them 
to withdraw it from the hoards and unearth the 
bullion and bring it back to coinage have yon 
any objection to the free coinage of gold env 
rency 1—1 think you might have then an enormous 
reduDuancy of coinage. 


You are afraid of a redundancy of cur 
rency 1— You are bound to pet that ^ou woull 
enormous amount. If you felt that 
' " • - a largo return of all this gold 

I ornaments if they were to be 
- -ersoDs wearing them now and 
there must bo a very big re 


there would I 


stripped off the ■ 
turned inti 
dundaocy 


12403. But your objection, as 1 understood you 
IB answer to the Chairman, or your opposition 
to the gold currency was due to the fact that 
all available gold ought to go to the Government 
reserve t— 1 es 

12409 And nothing would be available, all 
going into the Government reserve, for coinage 
into gold currency ?— Yes. 

12tl0 Sly argument is that if people choose to 
bring out their gold and put it into current 
gold coins, or sell it for the purpose of 
being manufactured into gold coins, the con 
tendon which jon have now raised has not 
the same value with regard to the gold cur 
rency to day, indcpendentlj of the Government 
reserve!- 1 am only pointing out to jou the 
dangers ol what would happen There is a 
danger that there would be a tremendous amount 
of circulation The circulation would be very 
vastly increased because your idea is that you 
want to convert an inert circulation info an 
active circulation I do not say that it is a 
wrong thing or a right thing, but 1 say you have 
to consider it on that point 

12411 Redundaocy of currency f— I think 1 
have ecvisvged that possibility 

12412 The people will not bring out their gold 
bullion unless It psya They will not do it for 

I only do it if it is remunerative, 

and then, in the circumstances I have put, it is 
not likely to interfere with the gold reserves of 
the Government 1— It would not interfere with the 
gold reserves of the Oovemment I agree, but 
It would mean a very large addition to the cir 
culalion if V our premises are right, that the 
people would be tempted to do ao 

12413 Unless it causes a plethor^ is it desirable 
that there should be a large gold currency in 
India t— I must confess it is such a new sugges- 
tion to me that the Government should allow the 
Mint to runt coins in return for gold bullion in 
the country tendered for concersion into coins, 
that I should like to think it over I had never 
contemplated that that was a possibility It does 
not alfwt the argument that I have made about 

‘**.P Your suggestion 

IS that the people should be allowed to convert 
wbat they have now got as inert gold f 

12414 MTi-it they import herevfterf— That is 
another question 

mi5 Tfait IS what I mean- what they import? 
— If jott propose that any gold thit they can 
(n»« '♦v® should he turned 

into gold com, then I think you impinge on my 

in^rwrve ^ held 

“’’jection, thent-I should 
fwl that there was a great deal to be said against 

12417 For imports? — les. 

IWIA Because in your opinion, (hat would 
conOict with the Government reserves? les. 

12419 \nd Government purchases? kcs. 

with the fact that I would like to sec the gold m 
resyve not going into circulation except quietly 
and ^owlj at the option of Government ^ 

t2421 That IS quite true but there is this 
prirate wmpetit.on in the matter of purchases of 

■r .T'*" (> 0 Ternment now going on. How 
will ttat affect the situation ?— 1 jo not follow 


their own 
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12433 There is no prohibition and no statutory 
restriction at present on the import of gold into 
the country for private use i — No 

12434 If they choose to do that and tender that 
to the Hint for the purpose of coinage into gold 
currency, what objection is theie to itt — Then 
my point about that is that the gold would not 
then be brought into the country for the purposes 
of going info the ^ese^^e as a backing to the 
notes 

12425 That IS jour contentiott?— Tea 

12426 (ClniTman,) It might help to clear up 
the point if I called your attention to the report 
of the Babington Smith Committee of which you 
were a member? — Yes 

1«427 In paragraph 67 the report says In 
order that gold currency may be available when 
required, it is important to provide facilities in 
India for the conaersion of gold bullion into legal 
fender com ? — Tes. 

12423 IClatrman ) They suggest the opening of 
a gold mint 

12499 (Sir Vairclji Dadab?oy) I knew that 
but I wanted Hr Gubbay’s independent views on 
the subject You are not opposed to a gold cur 
rency, but you have stated that any change must 
come about slowly, and should not be forced upon 

the people?— That 18 right . j j 

12430 How will you bring about the deiirea 
gold currency if jou do not take some sort of 
action? You want ultimately as I understood 
you that the gold currency should come »»t<» 
\ogue How would it come about? A» I under 
stood from your answer to the Chairman your 
contention was that the gold com and the silver 
lupee for a number of years nuiit continue to 
exist pan poesu ?— That is right and 1 

in answer to the Chairman that I would l'«« to 
see the note convertible into gold or silver at the 
option of the Government That is the method 
whereby I would suggest it 

12431 Taking the first part of it, how Tou 
now effectuate the desired gold currency in *ome 
vears unless you take some initiative now J—ihe 
primary thing I want to see at the pre«enl 
moment is gold going into India into 

.0 that the currency shall have a larger gold bark 
jne than there is at present I do not like the 
existence lo the currency of that balancing fi^re 
which we call the aif boe Government eerunties. 
I think a stage will certamlv be ii,l 

„.,on> »T. fTOurjbk ». .tolJ M 1“ 

vve have got a suftieiency of gold lo Ibis 

question of circulation of gold in 
notes or issue of gold in exchange for not^ 
That is a step which I have in mind Jl w no 
verv great departure from what there has been in 
the past It IS simplv a slow but ' 

tion^of methods which we used 
There IS nothing spectacular or radical ai^vil H 
In the present condition of affairs I do not like 
-I cannot explain whv verv 

of some 49 crorcs of securities which r^rf«nt > 
figure to cover the deficit between wbat I eall 
assets in euirency and what are not assets 
12132 Till that 7*1^4 tbl 

rriinTmX''nt there ,s a"oss,bihty 

c“rrc=n l, rrobab.y 

see the pre=ence of larger assets of other «s«els 
m'.V now a 

r'^vrrtarruurvs\".jtE i 

still got that 49 erores which is what I call the 


balanciag figure I would like to see gold come 
IB until that figure can be reduced I should 
even like to suggest that it would be a good thing 
if It were possible to contract the currency so as 
to bring that 49 erores down to something more 
reasonable The currency system under which I 
was brought up was one in which there were I 
think 12 erores of Government securities I 
think I am right in saying that they represented 
securities bought off the market representing 
assetsot value lie have gone beyond that under 
stress of tlw war and other conditions subsequent 
to the war and we have now got this gap In 
other words you can say that if you were to put 
It ID the form of a balance sheet that represents 
goi^will, and you want to write off vour good 
will 

12133 In other words, it comes to this that 
vour opposition is not reaffy to gofj currenev, 
but to the way in which it is proposed to be 
done?— I have never said that I hadanv opposition 
to gold com if the people of India demand it 
I (bmk they have a right to demand what thev 
want and I think they have a right to see that 
Ibej get what thev want All I object to in this 
scheme which I have seen here is that it is 
suggested in order to introduce a gold currency 
there should be a call on the gold reserve el*e 
where not for a fruitful purpose but for a 
purpose which will bo achieved in time and 
which can l>e achieved without dislocation at all 
of other people’s arrangemenfs I think it is 
probably questionable whether one would meet 
with anything but hostility so to speak to the 
proposal (hat there should be borrowings or 
credits which are physically to be remoyed in gold 
and to be ultimately liquidated by selling silver 

I do not see say point in that scheme which 
Appears to me to have no attractions at nil from 
anyliody’s point of view— neither from the Indinn 
noiot of view nor from the point of view of the 
outside world I think there u no question that 
such credits as India possesses at the present 
moment in tbe international world could bo 
liquidated into gold and nobody would say that 
you had no right to liquidate them and ship the 
gold to India. But when anybody comes forward 
and says to the rest of the world " Now we have 
A scheme whereby we want to slaughter some large 
quantity some unknown and indeterminnto quan 
tity of Sliver— whyl because we want to go on to 
gold And wo want you to assist us to do it what 
ore vxiur terms! ’ well I imagine those concerned 
would simply say '' We are eery sorry but our 
terms ere such that it must cost vou a very 
fnbuloua amount" 1 bare never oppored Ihe 
suggestion that we should look to putting gold 
into circulation in India. It has been the con 
eistent policy of the old Finance Department to 
give what people require and to attempt to give 
gold if gold IS required but not to force it and 
not to endeavour to do it nt the espenso of other 
people s arrangements 

12134 Other people’s arrangements will not he 
affected inasmuch BS the scheme is for a gradual 
rtislodgment of the silver in ten years lime! 

Yes but the Jislodgnient of the silver is lo ie 
preceded by an arrangement— if I have under 
stood It correctly— where! y notice is given or will 
be implied in any seheine that all tbe silver that 
India took is to be replaced hv gold. I say if 
I am A holder in India of silver or rupees or 
hoards of silver rupees, if for instance I were 
an Indian prince who has silver in his linordv 
w W IS my natural action under such conditions f 
I should say at some time or other in ten years 
silver rupees will lie no longer legal lender and 
I must necessarily protect myself 

p»435 Oute sot— Tbe first result miebt lie that 
aou would have an extraordinary stringency of 
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curri'iicy «nJ a famma of I>«"*«** 

c\cnl«)tly would mmpU throw l>*rk all l|icir 
rupcrs >f in' anlieipitioii l« rorrert nwA ••>T 
' Me do not want any nijiecs Wo will taKe the 
minimum amount Ihnt wo need*' 

12430 Then the fiO\rrnment have to tall \nrK 
upon the 00 crore* in the currency reaerTcI— I 
do not know nhout that 00 rrorei ol ttae rurreoiy 
reserve hecausc, ei 1 Kucpeated to \on Mime of 
It might I c TeJumlMit lor the moment. 

12137 \ou do not think that witt ho auDictenl t 
—1 do not know 1 nm not prepared to i;uf n 
definite opinion ns to what would happen if It 
were generally known throughout the country 
sides of India that tl e sd'er wm ^mur to «a»e 
to he of legal tender nl some stage nr other t 
cnii cnnceire that it might shriek them nh^lnlel^ 
into the most despeeatfl melhoelc to protect them 
seises. 

12139 Hut some quanlify of stiver eoin will 
always ho reciuired fot vnternal eiroufationf— I 
say that lou would prd ably haic »i one stage 
n famine of eiirrrney, followed hy aery spcclnt 
remedies to meet that famine of eiirrency Vntil 
adjustment had taken phaee in the penr)e’« imn h 
ns to what they rould afford to lose in the way 
of silver the first impulse would l>e to say 
"WeU, let me pet nd ol mj silver" 


19197 TboM are your anfirehensione y«n also 
stated la answer to the Chairman that }n» would 
like the issue of gold coin to fo made •< far ns 
possible nt the option of the Ooiernment I ul 
not as a legal oHignlion, and you would »1so 
like to see eoacreigns and gold coins ciTculntel 
side 1' side with the rupee Ifoir le this pos 
sil te I M lit you sketch out a scheme by which t1 e 
nnaernment could issue gold for rupees at their 
option ?— Ye« I can gne you a verv rough nut 
Ime Where gold com is known to be a com 
whieh IS acceptahfe we might begin ly putting 
the gold into cireulation there 1 would not 
thmV (or iftslanee of wUempting to nut poll 
com into eireulation m parts of India which 
are Vnown not to use gold and cannot 1 e es. 
pected to use gold— for instance m the JIill 
districts and also in the Jute districts m lUngal 
and poseitdj- in other parts where tdsev h-*» a 
more rapid acccrtanc>c for some reason or other 
tbao gold In the Ptmjsh and m Guierat nod 
in part* of Northern India where gold las Iwen 
rrndilr acrepiiM,. 1 ahoiild Vgio to pi,{ the 
coins irnl tneie You rriuld not defimlelv mark 
o it on the map particular sections hnl you would 
ha%e ewperience of Ihr past to by There I 
would endeavour to meet the rrriuiremenls nnd 
to instruct those who nre in eharae of the func- 
tion of giving metallic currency out in return 
for gold to meet the demand fur gold jf a 
demand set up for it 

12410 In niJditJon m mapping onf cirflea 
would you also limit the niiantityl— No I wmiM 
not do any limitation m quimfifv in the defi 
nife sense of Baling that there shall be no more 
than a cerlam amoutt of issue but I would W 
to (he eatent (bat voii could on a particular 
dav roret all requirement* voi, sho ild moot tfein 
and then proceed to replenish joiirself fnwp 
Where yon can get it Tust as here in Iho old 
uas ir vou went to cash ft cheque for yon 
or iTv whether jou wanted U in rurtea 

you al»o go a B(en fiirfbcr ftml 
give the Government an notion of glying ,g>ye 
reigns for gold hulh^nl-Voa Are c-wning baci 
to the same point that you made 1 efor* 
xr.r..'’" "Tesl— Tf Tihiroalely when sow bare got 
could suitably Ihea say that vou wouW file to 


riceiie /.ofj in exchange for pn}(} huHion, nnd 
pirc hold ctitO* out nl the Mint in cxcli'Hige for 
It, 1 all mill lie prrpatrd to nc that , hut I ilo mit 
regard tlat At the jire*. iit iijiinciil a* n jirar 
lical fHissitiilitj 

1JII3. Just n few r|uestions nlioiit the Ccidral 
Hank In answer to the ( hairnian, jmi haie 
guen 1 picture o! the Central Uaiit that yvu 
would like to See e*»»t, nnd !i which all iJuDrs 
Would Iw entrusted, nnd which would be in n 
position to work iiry imlejieiidenllj nnil perform 
It* functions freely in tlie »ol« mlerr*!# of tha 
Unking biitinria. It is nn id^al wiih which 1 
(|uil(i agree, fiit you will admit Hat il is not 
imssiHe in India lor many )rftrs to ntlain this 
idcolt— \ca I think it is going to br a aerr 
sio* growth 


1 raislinie for the 


i leaae Ihe trrvicel— 

12U5 As I iindrrsmp I yon n|«o bad a. nv share 
In the (caminR of the Itnprrnvl Itank Aetl— 'kes 

12140 Tins bank }ina been i 
Uat five >eat»l— Yes. 

l?tt' Amf so far has performed its duijes 
very satisfnctorily I am not aware of any 
eerioiia complaints Iwmg made ly any bank or 
Any cither lioly of people, that it has pot earned 
on Its work very Mtis/aetcrUrf-Melf, I </o not 
want fo Tail* these questions unless you are 
going to lead tjis to th»m but I would tike at 
tins stage if you would allow me to do »ei, iii«t 
tp say t^hi* I say »t wuh very great deftrenre 
and I hone there mil Is no misunderstanding 
m what I arn aaymg at this stage f?jr Nornot 
'vnrren wdi hear me out m what I am sajing 
AS regards the origin of the Imperial Dank, 
tecause »» was he and his two colleague*, who 
Are now dead who met me at lunch one dsv 
eiiriiig the war, nna I was eotnmimeined by 
CfivetiimeM to put certain facts before them 
which had come to oor knowledge I sud to ftir 
Nof<mt M-arrcn to Hit Dolert \ttVen and to 
Rip Dernard Hunter that the time appeared to 
me to hare come when it was necessarv to con 
eolidat* their inlere«te so that there should I* 
no attack on them rP*ail,|e nfter the war A* 
that time wr did not quite know what the future 
w», mripg to lie in p«ard to the rmperiaf Dank 
We just npcciwanlp had to work experimentaUv 
I remtndwT very vhetinctly, aod I think S.p 
Norc^ Warren will bear me out that one of the 
created 

wag (fiat the F inanre Department of ihg Govern 
inwt ot India should »« strengthened by being 
able (« sa^ in regard to anv siigsejimns on 
quesltons of 1 ankmg or ffnance or estbance r>T 
mirrewry ttom out„de that they had the defi 
nifely expressed view not of different inetitnfiong. 
hut of one institution which had the ronfrni and 
^gatatfon of the financial arraneemenfs in In 
fbo ^ *vr® bound to occur tbnl 

•b^ TmXTr 7^""^ Governors of 

the Imperial Pnnk will have to efaii.l up to the 

SnitTir"* Cov^rnment 

^ as likely to 

eiwla.OR«r or (o he inwrvKsl to the general re 

1M49 The Imnertal Sank hii! n«f u 
tfueation of the huudis the Impend Rank shouM 

Ssis ■■ Ti»*. r.S f.s 
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1SH9 Were cpportuiuties gi\en to the Imperial 
llankJ— I nm not criticising it 

lif'O Can >ou tell me whether suiti oppor 
tunitioa ditl come and the Imperial Bank did not 
use them t— No I cnniiot say that 

12151 I wna leading you up to thm A atate 
o£ aiisolute perfection is not po«sil le in Indi i for 
aears to come in securing the existence of n 
Central Bank in India it is not possible le 
cause there are not many private banka in India 
set and there m not a network of banks and 
unless there is a network of banka such a scheme 
is not possible hut base lou am objection to 
entrusting the is’ue, or working of the not* issue 
to the Imperial Bank as the agent of Govern 
menti— I should expect if the Imperial Bank was 
going to function according to the eoneeplion 
which 1 had of it when I helped to bring it into 
existence to find the Governors and Managing 
Governors reply to the Government on this ques 
tion thus ‘ We will not do thishiisiness because 
It IS not right that j mi should expect us to do it 
It IS not right from the point of 'ie» of India 
as a whole and from the point of view of the 
finanrial interests of the country that wc who are 
encaged in 1 ranch hanking as a hank of deposit 
as a custodian of Gosernment balances should 
take on all these commitments which you are 
throwing on us.” 

1215“ I'o j-ou think the proper performanee of 
Its other duties is m serious conflict with the 
obligation of carrvmg out the nolo >**u«Ir* 
spent four years in which even day 
just one portion of the many duties whichyouhave 
in mind Mv business was tho management of the 
currency I foutid that did tax me quite 
sufficientlj, and 1 think that "O^ody ''11 eay 
that my capacity for work was below that oi an 
j,ae;a« man loi. a-ked me that quite frankly 
and T tell you quite franklv I say 
the functions of any one man, or any two men lo 
uiKhargo efficiently what you are 
to put on them That is on the human eide Mai 

' mt° ’(’crl..nIvt-Bat « n.lUr »• 

I think the commitments which arc to " ‘"J" 
this direction namely, the maongemenl of the 
paper currency and also of the remtllan^ 
Operations of the Government of India and alw 
of the commitment which is implied in the tan 
senfenco in (f) ' The bank to undertake to keep 

the Secretary of State supplied witb ^ 

meet the sterling charges of Government an 
.uch as in Tour rcsponsibilitv to 

of insecuntj Iv heaping all functions of this 
kind on one institution 

l“tH I am a*8uming now that this proposed 
transfer will also involve taking un hodilv the 
whole of the establishment 

Department and that being controlled Vr and 
placed under the Managing G^ernors of the 
Imperial Bank How will that hnmanlv as yon 
MV*^ affect the proper execution of tho^ duties t- 
Well I do not think anv Managing Ooiermm rf 
th 'imperial Bank would fake 
c n without the gravest J?* 

be too great One or other of them would have 
“ d^oto himself entirely to these duti« and no 
o"her» or he would have to let the work he d^e 
m such a way that he could not justify parti«lar 
^ctmns or particular policy 1 ecauw he would not 
1 ave had the time or opportumtv to look into it 
ia mv feeling anout ttiat 

you onioo t-o ,uo...... .■ m.oot.ou 


With this aspect of it Assuming that the manage 
ment of the Currency Department is transferred 
to the Imperial Bank as regards the note issue I 
would like to have your advice in the matter — 
especially as you haae been long connected and 
very ereditnblv connected with tho rinnnie 
Department — whether you would think that this 
noto issue should be in the name of the Goiern 
ment of India or in the name of the bank and if 
it IS issued in the name of the bank whether the 
credit of the Government would suffer in any 
wayl— We have assumed for the purposes of vour 
question that it has been decided that the 
Imperial Bank is going to assume responsibility 
for (be management of the note issue! 

12156 Yesl— \ou are not quite certain in voui 
mind whether you wish to mike them responsible 
for the convertibility of the note issuel 

1“(57 Nol— Is that a question? 

J2t59 Before it comes to convertibility —Id 
that case, if the notes are not to be inconvertible 
and the reaponsibihly for the convertibility of 
the note issue is to rest with anybody else than 
(he Imperial Bank, then it can only be a Govern 
ment of India note If you propose that the 
Imperial Back should take on the responsibility 
of converting these notes on demand then they 
must be Imperial Bank bank cotca I do not 
eee any alternative You cannot both eat vour 
cake and have it That ii what I feel I nm 
not a shareholder of the Imperial Bank, hut 
from the point of view of the shareholders of 
the Imperial Bank I would say ‘ Are you going 
lo assume responsibility for keeping the note 
issue convertible?’ I do not know what ^ir 
Norcot Warren would sa> I remember quite 
well at (he time when wc had difficulties and 
did not know what was going to happen that 
he had a feeling of satisfaction that the res 
nonsibility rested oa somebody else That is whv 
I tar (he Managing Governors of the Imperial 
Bank would have to think twice before they 
accept such a liabilitv 

12450 Finally am I right in concluding that 
vour angle of vision in matters of currency and 
finrnce and exchange and banking has been con 
siderably modified or broadened since you left 
the Government service t — That is a difficult ques 
(ion for me to answer if I have understood that 
aright 

12460 {Str Sfanecift Dnriabho’j ) I will leave 

12461 {Sir Itajendrtinntk Sfonirrjee) In para 
graph G of your memorandum vou seem to express 
a doubt whether a full valued cold coin wilt le 
ceneraliy ocoeptahle in India ^Vhv do vou make 
this statement? Do vou knnw of anv other coun 
try where a fill valued gold coin has not been 
accepted?— t\el] I only put that in in order to 
protect myself because in some places in India 
when I tried to bring in the gold coin at the time 
when rupees were insufficient I simplv found 
that the gold coin as I answered tho Chairman 
was not ao popular 

1“469 T?e had gold coins in cimlation in 
several parts of Ind a and also in reserves ? — But 
there are other portions of India 

12461 But WB had the gold coins in circulation 
and these were alwavs accepted ? — Mv point was 
that if a gold com was issued it at once set up 
a dratnad tor its being converted into silrer coin 
of some kind There are places in India where 
my experience suggested that it would not be 
graprally accentable 

12464 Does it matter if it would not be used 
generally? — I think it depends on the localities 
Aa I have just explained in answer to Sir 
Maneckji there are parts of India where a gold 
com is more readily acceptable than in other 
parts 
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121U5 U has Uen stated by man) witnesses 
that silver hoards are a troublesome factor m the 
introduction of gold rurrencyt— les. 

t’tCiK \ovi said in your evidence before tie 
Bil melon ''mith Committee tl at many of lie 
large silver hoards in tl- Indian 'Stales were 
eschatiged for gold 1 j ll e (.overnment t-1 do not 
follow tl at rjiiestion 

1216' \ou said that from April to June, iSja 
tl e device of cschanging the gol 1 1 oldings of the 
Oovcrnnient for silver hoar Is in the posjes*ion 
of the Indian Chiefs and rrinces was re«ortecl 
to to a large extent 1— I said that 

121GN Can jou tay to »Lat extent it was done! 
Can you give roe anv idea of the quantityl— No 
I do not know that 

1*10 'iou cannot give us any figuret— I can 
not pet any figure at all 1 never coold During 
the war, when I was desperately short of silver 
we erdeavoured and did »uecee«l in many cases 
in getting th» silver rupee 
l*fO. But Sliver hoards were converted to a 
large extent 1— It is very eunoas how it worked. 

1 reroemher in one particular ea«e the obligation 
of re-eonvertincs them into silver was tnaintaineil 
I V the particular Indian Prince to whom we went 
He said ‘ Well 1 am verv glad to let you have 
it I will take gold hut please remember if I 
prefer to have it back in silver 1 must hav» it ’ 
J“4*l \oar wMniale of the holdings of hoards 
of silver was that it was more m tlie Slates than 
among the people!— I think so 
IS-i’i Tou cannot say to what extent 1— I 
rannol M) at all I should say jou would gel 
some estimate in some sort of way from those 
1 inks which are situated in the States. I do not 
know whether the Imperial Bank’s Branch at 
TTvderadad could give you any evidence or any 
indication of the amount of silver which was held 
m Hyderabad, but 1 always eonceivevi that it 
wav very large 

1* t*3 It has b1»o t>een brought to our notice that 
if a lot of silver were thrown on the market by 
India It wiU be an unerftcious art on India s 
part inasmiKh as the United Stales helped ns 
wjJh ailvAT i V the Pittman \rt when India was 
hadlv wanting silverl The proposition anjounls 
to this that a pood portion of the stiver that we 
bonghl from America should he replanted hack 
on them. 

134“4. Noil were a<ked by the Bahinpton Smith 
Committee whether it would te true to aav that 
Aroeriea failing assistance (in repavil to export 
of poods from India) was obliged te coroe to 
terms with its over silver in order to get rupee 
credits in India" Tou repliel Yes *o that 
It would «e«Bi that there is no moral ohligatioo 
on India to help America l-ecanve thev helped 
us in 19ia with silverl — The position during the 
war wav Ihii After \meriea came in on the side 
of the Allies, she wvs a 1 iR buyer of wav mm 
mod t es, and she hvd to have credits npenrd in 
India IVe used that arpument to point out to 
them that w« were simply exchanging eoimnodities 
for their holding of silver hot I think I am right 
in saving that the authorities in Washington 
lemanded — I think it is nolong the papers of the 
Babington '•mifh Committee — a statement by the 
responsible officer in charge of the Cnrrencv 
Department as to bis apprehensions in the event 
of the note \«vue being incotivertihle before tbev 
would part with any silver I know I was railed 
upon over a week.end I y the Finance Department 
definitely to set out a reasoned statement which 
I/ord Reading who was then in Washington and 
Sir James BrunvaU said was required by the 


authorities at Washington to go out at a signed 
statement from tie tjoverninml ol India ■ Con 
troller of Currctiry Tl/cj did i ot want anr adih 
tion to It TLey just wantrl kit drfnitc stale 
ment that silver was nccr«svrv t<> prevent tlm note 
i«suc from t>eiog ineonvrrtil le and it is Aicong 
the papers you will fin 1 with the Babington 
‘•mith Committee s Crport 

(SI'S. In one of )our answers leforo the ID19 
Committee jou said ITe owe it to tl e people of 
India to try and (,ive them some loesni of 
escaping from the prrwnt domination of silrer' 
That was your statement in 1910 What is your 
objection or what is your view now on this point 1 
—I have BO objection and I still naintain that 
view The whole evidence I have given is for the 
purpose of carrying that o it— that iiliimalely thev 
would BO longer be under the inflaenee of that 
factor 

12t“8 If you vrant India to eveape from the 
prevent domination of silver, that means gold 
currency f — I say ultimately we muit get on to 
scinething like gold eurrenev I have not wavered 
from that 


1*1 (^if (/cTenc/cr ilurrnj) Non have 
alresd) leen exhaaitively examined on the ques- 
tion of the CVntral Bank \m I right in avsum 
mg that while your id-al for India would Ivr a 
Central Bank, under prevnt ennditions you do 
not think that the lime is ripe for the Cenlrnl 
Bankt— I suggest aa regards the Centra] Bank 
that the problern should 1* segregated from tie* 
other ptob’em* wbvrh ate Wina eotisidervl It the 
CoRiBitsinn and that you should sngcevt that « 
Central Rank is a desirable thing in itself hut 
that the qur<(ien needs local investigation and 
ll'vrougS sifting lefore you can set it up 
tJfS In plain words »u do not think the 
time IS ripe nor the eondiuona suitsble (or the 
institution of a Central Bank 1—1 do not think 
that the time is ripe until decitioni on other ques- 
tions are taken Mv point is that cur knowledae 
IS limiteil— our knowledge of how it should l<e 
actuallv trap slated into practice IS bvno means com 
plele There are thevekindsofqoestioni to consider 
the capital of the bank tl e extent to which other 
Kinks should be required or should he given an 
ri«VW)u.oi)y hak.e j ahi.'e .•# J.V nvsttt 
wherehv the Kink should employ its funiLv the 
delinjititien of iti functions os between the 
Imperial Bank and itself and a whole heap of 
siinilar questions — the Iiqnidilv of the invent 
menu in which ll shoiilJ eraplov its funds and 
similar matters. There are a whole number of 
these things which cannot be exactly answered 
straight off and thev muvt I consider, be 
thoroughly sifted before vou can kit that vou can 
bring the Kink into existenre If you bad all 
tho*e questions answered an! you were Kvtisfied 
that they could Iw answered and you also had 
voup personnel in existence and the functions of 
the lank ru.n ri» the Government also were 
drawn «p I think vou would put it in force the 
inoroent you settled your other questions bemuse 
the pfimarv function of a Central Bink would be 
undoubtedly to buv and sell gold for the purpose 
of miintainiug exehiage 


WT) If the Commission formed the opinion 
that further inquire was neccss-irv would j-ou be 
satisfied Ihit the conditions should remain as they 
ire now so far as the Imperial Bank is con 
corned t — So far as I can see if vou set up a 
Tentral Riuk some chiuf^ la the chiracter of the 
Imperial Bink will follow necessarily 
1"4S0 \nd if we do not set iip a Central Bank! 
—If we do not set up the Imperial Bank vou 
most continue with the Oovernroeot doing those 
functrons of the Central Bank which it now dis 
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cliargos, >iB(l the lm{terial Bank nould continue 
doing ila functiona so far na it does discharge 
them mlhout the nildition ot the management of 
the note issue, nad aictiout aQi- Jiabihtj' for the 
jiruMsion of the sterling requirements of the 
•Virctary of State. Other questions nhich will 
arise will be ho» the rcniittancea of the Gotern 
iiieiit of India should l>c eflectcJ, ubelher as at 
I'rescnt, or whether under some modified system 
12IS1 What are your own views on that point! 
—My own particular news on the question of the 
remittance operations of the Government of India 
are that I do not like the present system of 
purchases of sterling in India, not ^cause I 
obyect to sterling being purchased in India ns 
such, but because I think the Government require 
inents should be put up to competitive tender 
I have been rather worried, well, not worried, 
but concerned, to know bow the allocation of 
such purchases of sterling in Calcutta — ^I am not 
talking as betneen Calcutta aud Bombov, bnt m 
Calcutta Itself— IS dutrihuted among the different 
banks So far as 1 can make out Che decision 
under the present system lies in the hands of the 
brokera 

124S2 Can you substantiate that m any 
\ea I can, luhstantiate it in so fat as I have 
heard it from my own people out there It »« 
dependent upon the broker bringing you what U«> 
■ Imperial Bank wants to purchase. 

Ji4s3. It It not gineral kuowIeJge when the 
ftnperni Bank is a buyer on behalf of the Govern 
ment of India 1—1 think it is general knowledge 
that the Imperial Bank has been a buyer— 1 mean 
tbs time between wheo ho is a prosjiective buyer 
and the time that he has Iwught is a matter ot 
seconds or of minutes 

IS4« Have yon any particular insCsme in 
view where a paTlieiilar bank has lomptamedi 
—I am making no complaint I am not using 
my appearance here before you (or the purpose 
of bringing out any particular domestic question, 
but I am quite willing to answer on this point 
I have not come here for that purpose but I 
onlj wanted to put before you what niy «P«” 
cnce IS after four or five years on thw side of 
the business This is one aspect of it There has 
l)evn a new system introduced in India, namely, 
the purchase of sterling and I have found that 
there are these difficulties and 1 bye always 
wondered how they were got over It so hap 
pened that m> Calcutta manager was ovy here 
last season and I asked him '* Uow do you 
get your sales of sterling to the Irapcnnl Bank! 
Jle and "Meil, soroetimca I can do it direct, 
but I do not think it is .a good thing for me 
to do because it offends the broker and 1 might 
not pet it on another occasion ” 

12IS5 That IS the whole eaplanation of the 
broker leing employed by the seltert— Yes My 
point IS, as It seuns to m.^1 am teHwg »t toymi 
quite honestly— that the decision is in the bands 
of the broker You know quite well in your 
own business experience that a broker can bring 
you business and need not bring you business 
ist'is That is very likely true if you wish to 
emiilov n broker l~lf vou do not employ abro^r 
nod you alienate him he does not bring you other 
business 

1219T That is true I— Therefore the decision la 
dependent on which side the broker tbinka nis 
bread is buttered 

101?^ As a matter of fact yon can do your 
business with the liank direct without employing 
a broker at nlll— Yes but on another oecosioo 
when the bank is employing a broker you may 
not get the business and you will not get older 
business if you Uare the broker out Sins is 


only a particular application of a general pro 
position The general proposition, to my mind 
IS that the requirements of the Government should 
be put up to tender competitively, and I feel 
that you must not evciude London at all because 
1 think there is a big rupee market here which 
h.s been growing for some time It is a central 
market and it is the best thing where there is 
a central market to be in it and not to be outside 
It Also there ts quite a demand for rupees in 
New York — and New York functions mostly 
through London— not directly out there m India 
but through London — and that demand cannot 
be brought into play under the present system 
because New Tiorfc is not directly represented in 
India and, therefore that particular form of 
competitioa ts denied to the Government under 
this system 

lS4a9 Mhile we are on the question of Govern 
ment remittances will you deal with the question 
of rererwe councils? — Beierse councils there is no 
question about Eeverse eouncils must be done 

12400 Would you be in favour in future of 
naktog the contraction of the currency a statu 
lory obligation 1— Yes, I would like to see that 
done very much. A great deal of our difficulties 
in the past which I referred to at an earlier part 
of my evidence would disappear 

IStOl You would not ae-ept the statement we 
have heard from a previous witness that the 
extent of possible contraction at any given period 
of etrain would be determined not so much V khe 
strength of the sterling reserves as by the capacity 
of trade and bus]ne«s to stand (he strain}— No 
you cannot go through a period of purging 
without some amousl of discomfort whether it is 
physical or is natters of currency The unfortu 
nate thing is that this discomfort in the past 
when It did arise, used to be attributed partieu 
larly to (he operations of oss or more individual 
officials If you put it on the basis of statutory 
prescription the dose will be taken and com 
plaints as to the discomfort will be limited or 
will be accepted as inevitable 

12492. You would make it absolute}— 1 would 
like to see it absolute 

12193 You would have nothing in the system 
os iC may be devised in the future correspond 
ing to the suspension of the Bank Act here t — No 
Emergency measures must be decided upon and 
taken at the moments of emergency One of the 
most salutary lessons which I ever received from 
my old chief w as when 1 asked him to get pre 
pared a bift whereby f sloufrf be relieved from 
my liability to meet notes He declined to do it 
He declined even to see it put on the stocks He 
said '* I can get it done m six hours if the need 
18 there but you are not going to get me to make 
any of mv preparations in advance l^cause this 
wiK disarm you and take away some of your 
confidence in yourself" It was a very satutarv 
lesson to All of us 

12494 Beverting to 1920, do you think it would 
have been possible if wa had a statutory obligation 
in existenco then to hare rontraefed the currency 
to the extent of the full value of reverse councils 1 
— No, because the Government of India then was 
financially nob capable of meeting its own obliga 
tione on its Budget 

1349S I appreciate it was difficult, but it left its 
gnfd standard reserve untouched at that particn 
lar timet— It did 

1SI90 Why } — Well the decision with regard to 
that point was taken in June or July, 1920 T 
think the answer to that wns that some of us did 
not dare to face the trouble that we were told was 
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goHig 10 arise particularly m bosnUar'by a luglt 
bank rale I think it rraa 9 per c«.Bt at that twx 
«as not it ! That »as the long ant? abort of iL 
As a matter of fact when those rererse 
councils were being dealt with in 19^ there was 
not a contraction ol the currency 1—^here rtmld 
not haic teen because as fast as we contracted 
there were maturing a whole host of Treasury 
Fills. Looking baefc to the report of the 
BabiDgton-Smjth Committee I rery dutinctly 
remember & eoncertation which took place between 
Sir Charles Addis and myself He said, when we 
were discussing this qnestion of bow it was that 
ererything had gone wrong that none ol t» — and 
he was quite right there— taken into account 
that there were mitunties of Treasury HUU which 
at once made it iBipossihle for the GoTemmeDt to 
make any effectixe redaction in the circulation. If 
the GOTCrnment s hnancial position a* the present 
moment were not so strong 1 think Ynn might 
hare to consider n auedar diScoIty Remember 
that we had th^a in the hands of the public, I 
think, ]0O crores of Indian Treasurw Bills, all of 
which could mature jti*t exactly with the same 
e&ect as would he fell here if all those who held 
British Trtasury hills in londoii were for any 
particabr reason forced or desired to concert 
them when they matured at the rate of say, 
La CM cno » day into ensb at the Sink «( England 
and took the rash out in gold. Within 30 days 
tber would probal ly wipe oot all the gold now 
lield hue. 

I’tdi We hare had it lo eridefice that it was 
fear of the eonscquences on trade and conunerce 
geaerally that prerented the Gorernmebt from con 
trading the currency in IffSOt— Welt personally 
my recollection to-day i>— and I hare to talk of 
thm 0 atx years ag^that we cautidered it rerr 
cnreiolly and the decision taken by those who had 
to take the decision was that ther were not pre 
pared to see the high bank rates which would 
necessarily be brought about by contraction of the 
circnUtioiL. 

In connection wtih the quc*tion of 
emergency currency you difl'crectiate between the 
currency issued against the jute cotton and wheat 
purchases and the normal expansion of the 
currency that is alwacs goiug on I Do not you 
think It adriuble to do something that would 
really erraU a discountable bill market? — Tea, 
but do not let n» call it emergency issue." 

1^500. l^t us call It seasonal I — An emergency 
issue IS an cmergencr issue that is lo cay when 
an emergency has arisen threatening ihe country 
as a whole 

1 S.> 01 . I u>ed the wrong word Let os call it the 
seasonal demand that Virtngs on a demand for 
currener in India, parlictijarjy for evtlon, lor 
jute, for wheat and for rice purposcst— Tea 

l±jOi. As yon know the Imperial Bank and the 
Ciorerument of India in particular months hare 
to send 20 croits or more up country Jot cotton, 
k tittle later they tare to send up another 20 
rrores for Jute and sometimes more than that. 
Later on tber hare to send 10 erores lo BoTmah to 
finance that crop In new of your long erperieuce 
in the Currency Department and since then as 
a backer can roa sugaest any means wherAy sell 
liquidating bills could be created acainst that 
r articular business?— I hare thought about it 
and the more 1 think a]>ont it the fewer 1 find 
o{ self liquidating bills in India, and T do not *ee 
bow to create thmi. I do pot like tie idea of an 
expansion of the curreney to meet anr edher 
requiretnenti than a real emercency That >i ime 
r< ml I ihnutd like to make 


12303. May I put it to jou in this way I lou 
told os that St certain periods of the year nicnes 
la India is ludoanable because we cannot ereo 
get s half per cent from the hank and at other 
times tt IS nnliiirrowaLle, and practically we can 
not get it without paying S per cent or 9 per cent 
In sxew of that do not rou think it is desirable 
that we should try and find some means of meetiog 
this seasonal demand 1 — I sug^’-est that the only 
war to meet that is that roa should attract funds 
into IndtSL. I admit that it does not soire the 
whole pTohlecn because you can take me on to the 
next point that we might then get bank funds in 
India which are not conrertih^e into the particu 
lar form of currency whid» people need. One of 
(be diScuUies at the present mcment id getting 
fands into India is the nscertaistr as to the rate 
at which yon tan bring them back If yon hare 
to rely entirely on an exchange operat on both 
srays, naturally mu hare to par tti the rate for 
(be advantage of being able to employ roar funds 
out there so that does not help very much. I do 
not belitrt the trouble w^ld lie so wieat if yon 
can get funds out there ta (be form of gold and 
we hare (be gold points fixed Then you would 
gel much greater elarticily in the matter of funds 
going out to and coming bsek from India. 

ISodL 1 agree that you eaa get the funds out to 
India, aod 1 agree that the banks hare rpecial 
facilities for briogieg out mooer sad it is their 
busi(i««s to bring it out and utilise it M the 
possible adrantage. Bet in the partirnUr eon 
ditioos of Icdion trrde where you hare at one 
noBtDt moeer non loaziaUe eren at Viall per cent, 
and at the nest momest you are paring 0 per 
cent or " per ceaL for tie n«e of noeey do you 
not think It IS a pity harme money brought out 
and mooer seat oat again t— No I think it is s 
nalnrs] thieg 

12Aia. Aou do not diSeresliate between Indian 
ronditioas and other cocditionsf— Z recogntw* (he 
peculiar dificoUirt of sending moaer ap^untry 
to briag goods down and that a particular form 
of currener u required for this pnrpo«e bat I do 
not beliere in aar other methods than of Lringine 
foods into India (o create the necessary inter'ia.l 
credit. 

12306. Therefore you are dtfinitelr aeainst the 
creation of a system of •elf liquidating bills 
against the seasonal requirements with regard to 
cotton, julc and wheat t — I tbouuht it enwid W 
possible to do <o as we thought on the Babington 
Smith Committer, br a srrtem of allowing export 
b»Hs to bn taken in as cover Although I think 
it IS Jees objectionable, it probably is not practic- 
aWr or it is only practieible to a timited extent 
We hate had a curious position in India which 
loth you Sir Alexander and others on the fVm 
iniaioQ will bo able to bear me out in which is 
that nt times when we hair had a very strong 
demand far rupee exchange there was not (he 
same repercusuou in the moner market There 
was a demand for erchaiige rather than a demand 
for funds. A large amoont of the sales of sterling 
to the Imperial Bank did not coincide with a time 
at which m^ner wn ttriogvat in tie eena tot 
yon had verr bich rates bat simply there wa# a 
rerr strong demand for exchange jn«t us a cover 
iRg operation. There was no freedom in (he 
exchange hecruse of (he uncertainty Probablr 
this would ditappe.ir when yon hare got a nwre 
stabilis d system. The point 1 want to make 
clear is thjx ft is rather counter to what we 
used lU the Finance Department to observe— the 
rue in the rupee exchange has always b^n 
coiucideot with a rise in the ralue of rooner ITe 
used foTTOtrlr to see -while tnoner was tigbl a 
n«e IB exchange and we used lo s.-iy * Exchange 
IS ruing and therefore money is tight and is 
going to be tight but I hare not found that 
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»i) mutli of laller years. I finil u ttrmiad for 
exchange, I ul not iieceMarilj high mone\ rates for 
leraporarj momy — for call money, or weekly 
money, or monthU moiie\ 

12507 (1/r rreit'n) \ ou a ly in ''e.lion S 

The primary olijetliic shmilil le to aitrait 
gold into Indian currrtny under ahalcccr tystini 
It IS to be operated ' \oii also ha\<. bein k»"i1 
enough to express your opinions on the gold 
standard system which the (loiernment of Indit 
has submitted to you, and you hate told us that 
It did not appeal to you t -Yes, 


125(M I would like just to suggest a simple 
and automatic system of a gold standard leading 
to gold currency for the purpose of seeing 
whether it would meet with tour approval The. 
first postulate wouM bo unrestricted import of 
gold at the upper gold point and unrestricted 
export of gold at lower gold point or eouixalenl 
gold funds Mould that meet with your 
approi al I — Is that to l>e statutory J 
12500 Statutory f— I should like to see a statu 
torv obligation oa those lines. 

12510 Absolutely statutory on I oth aides of the 
book!— You would haic to provide in any statu 
lory proai«ion on the subject that there should 1-“ 
an option to proiide gold exchange or actual gold 
■ a exchange for Indian legal tender 

lull At a Hire of weak exchange if the hank 
applied fur what we call IJeiersc Councils they 
would naturally take gold funds— we w^ould not 
want to take the actual gold!— les I think that 
IS r|Uitc A suitable arrangement 

12511 Then Ko 2 that Council bills which 
form a terr important and rather particular 
section of ciiir Indian currency iistem-» pewliar 
portion of our Indian currenci sTsfem— should 
only lie sold to the actual extent of Ooxernmenl 
rtsiuireiuentsl-On that point t should like to 
enlarge a little I do not know whether it is 
possible in any way imw, li reason of «"« "Vny 
Changes which have come oicr the aJmmistMtion 
in India an I the administration here, but I 
would like to suggest that rosaiMr •'»«•»»«* ‘{j* 

o. 1.1 .n iSi. 'if 

niithoritie* for supplies going out to India M 
f.overnmenl necount should If <iuoted for in rupee 
rurrenei so ns to eliminate the extent to which 
floirrnment need intervene in .‘j*'’ „! 

feel that if the ftovernment could defimteli gi»e 
n definite figure in their Iliidget for their ^barg^ 
on account of the sen.cr of iheir ifevling debt 
which IS capalde, I lake it of being carefuHy 
or nrcurnlely estimated and also on nccounV of 
their pensionary and Icne commitments which, I 
suppose are also capable of some kinil oi 
CBtimale. supposing then we could get a definite 
figure in the Budget for those and the ^OTern 
ment did not exeee I that figure ‘b'" ‘be mt^ 
the rrriuireinents of exchange at a 
rupee is in demand should 1 e met, as you suggest, 

'’’p^m^Then' C''V w lender of rupees 

noVto I Jdisturbcd '■ 1-Wcll. I have already 
dicatecl that I do not view al all w ith any favour 

‘'’tey^TTh^n'f^Co^ocuTll. -re only sold to 
the actual retpiircments of the Oovernment the 
position would be Ihii Having an unrestricted 
inflow of gold for all currency renuirenjenta at ove 
and Iwyond after the Council lull reqmreinenta 
have lieen met they would be obtained through 
the paper currency reserve thus provi Jmg a 
steady annual inflow of gold into India Would 
that meet with your apprmnl I— That would meet 
with my npprnial I quite agree with that but 
at the same time ns 1 say. you should have a 
statutory obligation for Reverse Conncili I 
should he quite content then because we sboold 


be pivviding for the iiirreacy to be contracted 
as well as for the currency to be expanded 

l2ol5 lo either case, it must be absolutely 
statutori 1— Yes 

IS318 No question of any departure from un 
restricted or unlimited import or export! — I 
quite ay,ree 

ISal* I’erli ips the next point is getting on to a 
matter which, so far as this morning is concerned 
we hue Qoc yii touched upon In any gold 
scheme naturally, we have to arrive sometime 
at a parity at which we are going to place our 
gold com As soon as the new parity has been 
decided upon the value of the gold and the 
stciling securities in the paper currency resene 
to be written up to the tame new parity and 
a sullicient amount of securities from the gold 
sUndard resene to l>c transferred lo the paper 
currency reserve to wipe out the present ad hue 
seciiritiex Would you kindly faioiir us with 
yonr views on that suggestion t — Well, I have 
already indicated to the Chairman, and in answer 
to other questions that I do not like that 
balancing figure of ad hoe securities If you re 
gard the gold standard reserve as a part of the 
paper enrrener re«erve as we used to regard it 
regularly for the purposes of seeing what re 
serves we had it docs not make very much 
difference whether you do actually transfer the 
gold standard reserve securities to wipe out the 
ad hoe setnnties The point that I nake ti this— 
that (he composition of the paper currency 
reserve must be in real assets. I do not like 
(he ad hoe securities bccauv they are not real 
assets They are of no use to anybody at anyi 
time At a tune of emergency you cannot sell 
those things, and you cannot do anything with 
them I know that I an verv old fashioned on 
these matters but as I s.aid in answer to Sir 
llenry, I would like to see a good solid almost 
full, metallic backing or at ony rate, full assets 
for your note luue I do not regard the ad hoe 
sceurities as assets I take it the ad hue repre 
sent really, so to speak the remains or ihe delrif 
which have not yet been quite cleared away from 
the storm of 1020 onwards 

l2alS Then if there is any balance remaining 
m (be gold standard reserve that could be eon 
verted gradually into gold, and shipped to India t 
—Weil, I would like to see that purely from the 
sentimental point of view I do not think it is 
aheolotelv essential but I think from Ibe senti 
irenlal point of view as indicative that there 
has been a definite understanding that the gold 
which Tndiw has is passing within her confines 
and will be under her own eyes it will have a 
very solid eSect and would be an earnest (hat 
(he problem is being handled from the point of 
view of the feelings that found expression in 
times gone by on (he queMioni of India’s gold 
reserves To the more educated and more intelli 
gent minds it does not make any difference, but 
it has a considerable effect in that way 

IKiq The next postulate 1 have to state is 
this that the full liability of establishing tohl 
currency must not be undertaken before a fund 
of, eay, 100 millions had been accumulated by 
these annual accumulations What would he 
your views on tbatf — Well I do not know that 
I can say the iiabilitv should be taken at 100 
millions or at any other point I would rather 
leave it in a more indefinite form, and say at 
some later stage or other that issue of gold com 
conld definitely be assumed as a legal liabilitv 
by Government liut for the moment as I said 
in answer to the Chairman I am only envisaging 
the problems of the immediate future There I 
think it must be a case of the option of con 
verting notes into silver or gold, the option to 
convert into gold being left to the Government 
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If vlitn Aou luitc ICO Ditilioi.s jou thiDk «e c«i> 
auuin« full liabilit}' for a golj coin etrculatioo 
I ihoutd l«cer> rcailj to $«e ike lialitity taken. 
U might lx reatheU Ixfure that ttage if tlx hopcxl 
for (l<\elopment iti banking made it posaibic. It 
maj* not lx reached bj* that stage, and jroo maj: 
ha\e to wait till later 

12520 The nest )K>stulate is (and this is in 
connection with our present stock <>i rupees In 
India) to stop all further coming of rupees. 
^^ould }ou agree with tbntt — 1 take it no one 
would com rupees if ibep bare C<0 crores. 

12o21 JlaTiDg m view the large stock of rutxes 
at present in the Currencj^ Olhce, in addition to 
what IS held by the Imperial Hank, the ezehange 
banks, the indigenous banks, the ibroCs, the 
moneiUnders, and baiAsrs anj others, and the 
considerable amount in the aggregate which must 
be presumed to be held in the custody of many 
thousands of industrial concerns operating in 
India, and thousands of shopkeepers and liu per 
cent of the population of India whose daily traa 
sactiona must of tiecessily be b> means of rupee 
transactions, assuming e\en a liberal amount of 
rupees in circcUtion there ts do eecesrity what 
erer to contemplate the sale of any |>ortiwn of 
the Government s prevnt stocks which ought 
really to be looked upon at a necessary reserre 
tor not too far distant rectuieementt. Would that 
meet with your approralf— I hate already 
answered that- 1 s-sid 1 never wanted to see sil 
Tcr sold 1 hare also suggested that there may 
be a certain redundancy in circulattoB. but 1 hope 
that the stock of rupees will go into al*orptioo 
graduaKj 2 would not care to see any of them 
sold because I do not txlieve that we could do 
without them at some later stase kf you tetl 
them you would probabir here to bur 
them uek If you did sell them, I 

dunk, you would onli sell a portion of 
}our rtoid. of rupees at the present otomeot if 
voa thought vonr cireulslion was r^uodant 1 
would not sell them for the purpose of reptaeing 
them with gold I would only sell them becauw 
lor the moment jou thought you had enough ctr 
culstion inesustence If you hare notthenkerp 
them If you hare a redundant circulatiou then 
yon would sell them I do not know whether 
price lerels in India are balanced on the present 
amount of circulation It is a question I cannot 
answer But I do not feel that there is any 
reason for the wholesale selling of rupeea 

In pre-war days we used to look upon 
a stork of rupees of SO crores as being about oiir 
mininium Working Reserre, did we not! — les. 

ISaSS. Assuming that the ralue of India’s orer 
«c%s trade is now 100 per cent more than it was 
in pre-war times would it be unreasonable to 
assume then that we now look upon 40 crores as 
Ixing a minimum working balancet — \e». Of 
course you bare to recollect also that the note 
habit has grown greatly and the cheque habit is 
growing greatly \il those are new factors. I 
kijoir IT* u*ed to mate an asrnmption of what we 
thought was required for the purpose of baring 
euough siller in hand to meet requirements. 1 
do not know that I obould be entirely guided 
bv the principles of our pa*t estimates, Wause 
I “ihould hare to weiglt them hr rtasos of the 
change in the habits of the people and that 
Weighting, factor woiiW necestarilr hate |o be 
altered regularlr according to the developments 
of the banking habit Natural y yon would not 
egpert people in India to po on waatrng rupees 
on the same scale ns in the post Fersonallr 
now you are cn this question I mar say 1 rera 
much regret the disappearance of the one-rupec 
note because it seemed to me that was nudoabtedlr 
a help towards people understanding what the 


claceiur w ta going to be The ordinary Indian 
III the country side cannot work a cheque book- 
lie cannot do it, and what «e gave him tn the 
form of B one-rupee note was really a clieque 
l>ook. 

12321. If we were to accept 40 crores as the 
Utnimum, and taking our storks lo India at 
about 73 crores, and if we occ-ept au aunuat 
absorption of from seten to nine troreo, and 

seven crores would l« a low one 1 — Ilell, I sec 

ttiat tl e aniiual absorption in the last eleven years 
hat been Dine crores. Mr Denning i report says 
that the Absorption has been at that rate 

12333 The bullion left with us in our present 
hoards would only provide barely for fire years 
consumption t—\es. I think on that basis' it is 
quite so 

12530. As I rudent people you would not recom 
mend to us any action such as had Ixcn suggested, 
to sell any portion of our present stork of ruyxes 
vtt the Cvirretiey Department t— I would not tell 
any portion of our present stock of rupees unless 
We have definite eriJenee that there is redund 
aacy. and on that 1 say I cannot find any 
erideiice so far 

J232* There are two or three mailers on qu« 
lions of detail which I want to put to you as 
thec form part of the whole concrete K^me It 
It suggested that Council bills slmuld be sold by 
public leader in India, alternaitrely in liombay 
and Cairults, and al'o a portion in London. 
Mould that meet with your approval f— Is long 
as It IS a competitire tender 1 should like lo tee 
It ditlribuied beisern the two placea 2 still 
believe th.at Isindon i» a belter pisce for it, but 
it you do tell tbern in India at a competitive 
Under it fiiits necessarilr be at one point. 


I2»2i Then another it that the sale of Council 
Lills by tender might be undertaken by the Im 
penal Hank as agents for the Government I— lou 
mesn ip the tsme vear at tlx Rank of England 
tender here for Cooneils 

kul— I think It IS eaveatit] that some- 
body 'hoald vlo that, 1 woul.) like to make 
another point with regard to the sale out there 
of the Councila The Rank of England alwava 
male very certain that the India Office receiret 
sterling lefore any instructions are tent out there 
to pay out rupees. I do not t'now bow this la 
tione under the present sy'lem. Po iher nart 
With rupees before sterling is receiredf 


are given out before tbe sterling i« received. 

I-MI (.Sir /ur,Xorumr,r TAulun/^f) Mr 
Kis-h made a point of HI— I thought it must 
*"* *“• £ cannot see how it can be done otherwise 
cjcepl Py another srstem of telegrams— “ Tele- 
graph on ^ipt of so much sterling ’ 1 do not 

» ? whether that is done, but I know the Lank 
Of irngland here were very particular and it 
^ a cleared and accepted cheque or a cheque 
bj the purcha«ing bank on its aevount with the 
IfanL of Lngland alone which ther would accept 
not a cheque which had got to go through to Ic 
cleared It Lad to be cleared Ixfore ther would 
Issue the instructions here 


12a33. (CAuirmitn) We hare been, told that 
rupees are given out there before the sterling is 


received here and that i. .. 
to erercim discrimination t — It i 
which commends iWlf b 






ail notes in future should be retained aa Govern 
given yon my 

.iS-iJm™ “""““I J”" 
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a coa\enient eoinculence for th« purposes of 
new sjfitem that jou hive Jn mind, namely, uUj 
inauly reaDhitig gold turiciiiyl— Do jcii mean a 
toincuJence ns a iiiitler of ciuae. nr a coincidence 
Rimply in terms oi limel 
12 jW In terms of time I— No 
12560 You do not 2— No 
12501 When jou taj there ahoulvl he 


of s couunodity which is changing hands I do 
not know nether you can correct me on that, 
but that IS my root objection 
12j67 Hay 1 ask if the report of &n Ldwird 
Cook, that you referred to is available I — Ye* 

I 2 a 68 The report J» printed 2 — Yes 
12 o 6 fl In the Ilabington Smith Deport Appcndi 
-,xr^ ,vi.„ e., rn<.r» «• im iinjiti cesl— Yes 'thu « TOy diSAult? aWit the biU 

nSc of rupees you know that the people of 1 foaccive of a bill ^ing referable to a specific 

di/are gettiiig accustomed to the use of more quantity of commodities purchased bj one man 
uia art eciv.ul, acL anolh-T on which short finance is extended 

by A bank or discount house, ivbo looks both to 
the names of the drawer and drawee, and knows 
that the goods are in existence The goods are in 
existence, tfaeiefore the banker knows ho is not 
helping anj kite flying, and ho knows the two 
names, and he says ‘ They ore good people " 
Then he pats his name on the back of it, and 
that will fly round everywhere as being an accept 
able, negotiable instrument It is short dated 


s getting accustomed 

notes \\ e hive in the Treasury enough rupees 
for the next flic or perhaps seven years and you 
feel that no inoie lupees need be coined for the 
period of transition You do not think that is a 
rather useful coincidence 2— Supposing you were 
not (pnlemplntmg any extravigant change at all, 
supposing you were just dealing with it as we 
were- in the old days, and we found ourselvta 
with on crores of rupees I should nutomaticallj 
S 15 V.e wiU stop coming rupees, we have got 
enough now" 

12J6J Except that this enables you by statute 
to stop the coinage of rupees, leaving you with 
enough rupees for the period of transition and 
enabling you to give an indication to the people 
as to what >ou are fiuallj aiming at— to that 
extent! — I do not like tint I do_not like the 


I know at once you can sell it on the cheapest 

posaibleterins The better the names of the drawer 
and drawee the better the bill wfll be As you 
know without my having to siy so, a bank bill 
commands a better prue in the market than a 
Trexauty bill, for the sole reason that Contmentol 
purchasers of bills are precluded from buying 
Urilieh Treasury bills because there must be two 


.f ft,?; 
ss io'ir,; ‘Ss;„2’; e's •• • 

AS perfectly iinderilandible and rensonable when 
Vksy are spread a\)i pad outside and known to the 
lountrjsidc it n perfectly possible for people to 
moke capital— I do not mean nay other capital 


than financial capital-out of the fact by simply 
saying "Your rupees are useless,*’ or "The 
Oovernment has sii J thej ore going to stop it " 

Why are they going to slop the coinaget Iwausc 
they intend W withdraw tliem altogether 
12662 Would people not believe that Govern 
meiit stopped further coinage of rupees because ,. .v,. ' fi^, 

they had enough for several jears, and afUr thn ^ 

proposed to give them gold coins!— They might Recause be does not know 
equally sai they are stopping coining because they 
are going to say the whole of the rupee circiila 
lion is useless and aie not going to put any 

12504 It IS then, in your opinion liable to 
miBionviriictian ol thit kindt— The most extra 
wtdiniiT) views hnvo been expressed and you 
nlwaiB 1 me to g innl ngninit tint kind of thing 

12505 (1/r /'cMlon ) Miglit I say that mi refci 
cute to the tul j«t ot stopping of further coinage 
of riii>ece w i5 more n dcpartnientsl proseilurel — 

And not statutory 

12rC0 (So }'iirihol<iiii<}ai T7iaiiiiilai') I under 
stand that 1 was onlv liking it o lilOe further 
mill finding out what Mr Qubbay would say to a 
rtatutory prohibition Regarding trade bills, you 
Slid tint they did not exist at preeent 
t^iipposing it IS urged that trade bills do not 
exist and ere nut available in large numbers at 
present because the system is not in vogue and 
no (militie* arc ftvallaWc to the eonUBCTnal 
< r iiimuiiilv for the discount of trade bills and 
further if ii m nUo urged that with a iheaper 
ni tlio I ( r nnome bv means of trade bills being 
av iilahle iVio Indian rommercial community, vOio 
nre not ignorant of the principle of bills would 
lake to 11 very rapidly would vou agree with 
ih il t ftcll nn the question of ihe trade bills, we 
Inii nn iinrsligation made before I left India by 
'•ir I dwnrd f oolc to get something of the hicta. 
if we ixssdh could before the 19TP Ckmmiltee 
arae into existence ns to what hundia taeant 
I ntwBvs felt Ihsl nnhojy that I sskisl could 
definitely tell me tl nl hiimlia could be referable to 
"oy i|ccifir commodity or any specific quantity 


. India, where I should isy that there was good 
cover available, but 1 do not sec it yet 

12o70 If such bills could te brought into exist 
enre you would admit, as you said just now, yon 
would look upon them as quits good covert— Yes. 

)2a71 You mentioned in reply to Sir Fleginald 
Utnl two initances You toos, for iDstaece, a 
man buyiog cotton in Surat and said that the 
merchant "cannot draw on the cultivator "—1 
wonder if you meant it but I took down your 
exact words— why should be drnw on the euhivn 
tor, who It the seller of raw produce to him?— 
Itecause he does not know bim at the time 

12672 Dut (he cultivator will require to be piul 
in caah in any case T2ie merchant may draw 
either on hie buyer in Bombay for whom he him 
le purchiting, or he may draw, jf ho is buying 
no his own account, on 1 commissiou hoiiso m 
lloinbav which it financing him!— And hir 
Reginald then took me round and turned i?n 
over to the other Bide_, and said instead of the 
man in Bombay drawing on (he min in Surat 
Jet the man in Surat, after the price his been 
fixed draw on the man in Boniluiy and sell |iis 
jiroduce 

12573 Do you not Ihiiik that is feasible! — 
Thera you have the beginning of the elements 
of a bill Then you have to support that bill 
with urrongements whereby the burnt seller of 
goods can discount it at once 

2237* Exact]} T— Where does thit exist ! 

12573 He discounts his sight bill ot present 
with a bank or banker in Surat in order to get 
oosKt- n« has to discount that Is that going 
to be cheaper to the man who buys the cotton 
than to take nn overdraft and work under a 
eystem ot cash credit, and take the Silver up there 
and pay {or the goods on 5he nsd, because you 
must remember that the discount market in Burst 
IS limited 

ISS'U The discount market in Surat would bo 
a much more limited market as compared, sar. 
with Bombay 1— Yes 

12577 He gets the cash in Surat, and pays it to 
the cuUivator—his seller! If thera are banks at 
important centres like Bombay prepared to dis 
«unt say, t*o or thrre months’ bills, the com 
unity would not bo wanlingfoutilise 


ntercial n 
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alout that, bat I f«l that if the Gownment »leIiT«r«J. and you do not quite tnow what pro- 
did not appoint their nominee, there ought to be tision to make m the Badiiet Al»o I Ijiow there 
s.ume uodeTstonduiS that whoeTer la appointed » are a Urge amount of clu-vrees, like weapons, 
someone that the Goiernment would Sjtree fOk It ordnance and artillerj, which are required lor 
ought to he an understanding India, which I understand are still done here by 

126Q7 You would have it with the Goternmene* 0«5« of the UigU 

approval 1-It ought to be at any rate as a matter Commio.oner. I ^ ^s anxious to get '«e^ 

of rourtesy to the largest aharebolders-he should fia^hty to afl> figures which might U put 

V- 1 T-. ^ in the Budget for the amount of Ternitlances so 

that we know what amount has been budgeted for, 


have some voice. 

12609 You are not in favour of giving the 
largest shareholders nnv representation bj way of 
directors on the board l—Mhat I feel is, 1 want 
the policy to be independent, and, therefore, that 
nc^Jy's nominee should be dependent upon 
being able to secure the as«<nt of those whom b» 
represents. 1 can conceive there snll be ca^es to 
which there will bd a conflict, and it is necessary 
and desirable that he should be able to stand op 
and say '* Well, that is my view 1 am going 


and that this amount of sterling has been pur 
chased, so that we who are engaged in business in 
India will know there is no more relief to be 
obtained from that source when the exchange is 
rising, or tf there is a weakness in the exchange, 
there will be no more sources of weakness coming 
in in that way, and then we should go on to do 
the other necessary operationa 
_ „ 12616 You would prefer that the requirement* 

it through.’ II you do not want to see that and demands of the Secretary of State should b* 

view through, then you had better get sotoebod} put at as low a figure as pos«ibIet — Yes. for the 
else. He ought to be able to maintain his own purposes of thit particiilxr argument I think it 
views independently, and use his own judgment is a desirable thing that they should be kept as 
12600 Would you, therefore, have the ilaDaging low as jiossible 
Governor’s appointment dependent upon the 12617 Yon farther think thsi this would be 
Goiernment’s goodwill, or wonM you not* — No, a useful step in the direction of an 
but I think prior to his aprioiQtcnent his anlomatic currency system for India!— Yes 
xcceptability might be put to the Govemment, or whoever sells these goods would bate to cover his 
ought to be, because he will be in close touch with exchange himself 

the Government He ought to be somehody who 126)3. I want to ask you a few questions with 
joii will know will work wuh the Government regard to the ratio of U ■to' or U , which 
Depxrtment, and is not for anv particular rwson u also before the Comiai««ie>n. You gave eviilence 
someljody that thev do cot want to see They b*fo'e the Babington Smith Committee as repre- 
might have good reasons for it It i* simply and «nting the Government of India! -Yea. 
purelv a noestion of harmony, but after he has .. , , r ,i. , _ 

iMn jIjrSnlrf I do «« Ihjnl hi, r.Bjlihf. 

13620 I do not know whether you would 
like ms to read out the questions, but 
I want to refer to Volume S at pages 
and S9, l^uestiorr Sdl and onwards, where 


1231Ck Would you make the approval of the 
OoveTctaent a condition of his appoiotment t— Do 

>ou mean atatutorilf f - - - - 

18611 Well, I meant statutorily, or otherwise ‘•'*f*f**’“4v*"*,f“* J*’ ge 

by agreement Suppose the Central Board wanted The ratio then was a question of 1 . M 

a particular person, and the name was suseested V tf, ^ ^ 

to the Finance Member, and the Fitisoce Member the opinion 

«id No I do not think you can have this i* 

raxn’ and the Board unaoimouslr thought he T*,'®; ■‘’'1 industrial 

was the riEht man. what then •-The Enel.sh ’"'t ^ ^“.1 ^"LI 

practice in a case like that is that von should the «« of the diGerence it pv^ut 

rely entirely on tact and compromise I do not ?“ >nfrea*c of 121 pr 

’ > refyml on statutory piovLions in these f have pointed out ,n addition that 

- ' ^ * the ri'ing exchange has i much greater eHect than 

a high rale of exchange 
tW21 You used the word " rising ” nowhere, 
if I may nay so It V.egins at Question SM, on 
page 531— In Qnestlou 6‘S I sai "I point^ out 
■PC ..uirr 'hat a rise in exchange would ondoubtedly be n 
the most handicap to the^e industrial nndntakings whose 
products are, or would be, in competition with 
manufactured products from other countries.'’ I 
have always loMatained throughout that there 
r. 1 . . , . IS a difference l«twecn a high exchange and a 

Rcnrd.ng rupee tenders, in repiv to rising exchange I think the point is ^mewherc 

,1 rn..Zr^ 'I J T J M hroofU out that once you can get an adjustment 

r?.n«s » of India pay^le in «,f to a particular level of exchange the 

TV . c .V <1 theory should be that you hive pot equilibrium 

jpt5 1 hat >s for the pnrpcae o! reducing the at that point, but the process of gettine such an 
habilitv of the CoveTOment in India to make equilibrium might di*org-iniie trade and michf 
sterling available at this end t— Bather for the alter the trend of trade and its character T do 
purpose of eliminating uncertain factors in the not sav that it u equally true that if you should 
overnmeni amount of remittaocef «f home Tou pot op yoor rupee to any particular point, sav 
van delennioe yoai liahilitv lor stevlmg rrqmre «k , but ii ii true that the process of getting iin to 
mention vour debt and von can always determine it creates the greatest dislocation When rou 
't' ,1^ Feniion charges and yave have got n certain rate if the price levels 
charts, and other thingw In the case of the have been adjusted to it l-ilh in the cmintry 


mattera. 

12612 I take it you Are prepared to have a 
compromise in that case hy meeting each other 
half way and selecting someliody else! — 1 do not 
think It It a queition of meeting half 
n question of persuading one side cr 
that be is not suitable, or that he 
suitable mac 

12613 Or name tomeliody else?— Or 
\«c«ly «\«* who IS equattv swltidile. 


r the other 


, real hulk of pnn-ba.ses of railway material, tod 
laher things which the Indian Store Departmewt 
do coder the High Commissioner, von cannot 
determine when the goods are going to be 


there you are considering it and the countries 
svnlsidr then 1 do rot think there is anvthing 
like the same effect-f should g.iy. the effect is 



MINUTES OF EMDFSCE 
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JTJUorrA lOifl ) 


I «nll Ukp i| ti in dtlduion to vhat }ou 
tvij to itc lUbmKtv II MiuUi Cuuuintteet— It is 
an aw full) J«latablp |uiiii 1 n),ree out that is 
my prnfrat fcrCinf; sIkui ii 

Du lou thii L (hit Ibi aJjualmsDt lie 
Itrpeo l< t / aiiU I' {»/ I IS Iirrii (oni)ilrle hv 
nr>« I \\rll, I <tu think (hit there are man) 
points which mill nte (ini lirrr are stiff soflii. 
points which are in doubt There is n doubt 
that tie position of tie tioserntneiit of India is 
sound enoujth now It n bslancmft its lluds.el 
> ut we also have to recollect it is after three oi 
I ur jears of pooil »et«vna tthal would hapiien 
if tb^e three or four years were tureeeded by 
three or four lad years is a risk wbtrh has to 
It taken into account 

l?*^l Do you think it would be feasible for 
the frovernnient of Imlia withuui frittering away 
rrsourres in re*rnre here to maintain the esehan^a 
at !• CJ in the case of bad yearif— -I should 
speak ROW with more hesitation than 1 did lo 
f&f), ftit I feel Ihie it yrtu could courageously 
rml ark u]von a (votny after fixmi; (be Is M 
rupee of contrartiiiK the ciirrenet I think you 
mifthl expect to po through without difliculiv 
It would neeersiUle a contraction of cor 
rrnrrf— 1 think so 

]s<TM. \eu are in touch with India Wing at 
tie heal of a ren important liank at present 
lit you think that it is deiirahte lo expose 
1ft lia to any risk of contraction of curreucy at 
preient if it can l*e aroidedf ^W1I you see at 
earious pcinti of my eridence I said I was not 
It alt certain list there was not a teilondsneT 
of eurrency Tou will recollect the ri«w which 
wax fsken prior »n the appoinffficnt of the 
rhsmherlAin Commission that India htd been 
flooded uiih loo much eurrence foe a Kries of 
yesnt when there was a large Ulsnce of trade 
in farour of India and rupees were put into eir 
eutatien m large <)tianlilies and gofd eame out 
to India. It IS awfullr diflicult to say that 
India eannot stand withdrawal of lit currenev 
but the rral prellein I will put is this which of 
the two IS the greater evil the contraction of 
currenev or the uncertainty of whst the exchange 
IS to rrrniin at 1 

IP’S" Since the Chaml-ertim Commission 
reporicl as you know a gnotl deni of water has 
^wvrf tfircArc/re.if.V ffre — >rw 

ISflJI I do not think one couM any that there 
has ficcn no chinire since ihen In view of the 
depression which has exisle I tn India during two 
or three years do vein think anv scheme which 
necessitated contraction of currency is In the 
interests of Indian trade commerce and 


(Tie r»f»c/e 


[Con/iiiticd 


indnstrs 1— Well 1 do not know wh-it you mean by 
interests It may not be in the partaular 
interest of a particular trade 
ISCS) Oenerallyt — But generally speaking if 
lou have came to a decision on a particular rate 
«tu ought realiv to see it through 
Jy630 That II ritiile a dilT^rent thing from taking 
logmsincs of all view points before corning to a 
decision \flcr a decision has been taken that 
tun l-e aiKther matter I— If you are taking me on 
that p.ini my answer is that if conditions were 
ii pern It u f should muth prefer to tee all the 
arraiiK^nients ready and available for the neces- 
sary sperations uhen you have had the character 
f the coming monsoon determined That means 
that if vou van bring almut a stabilisation at the 
present rate and the monsoon pro'pects are 
sufficient to justify it I would do so but I can 
l■elle^e that it is tjuite conceivalte that l>cforc the 
monsoon you woilfj require to take an immediate 
decision one way or another If no immediate 
decision IS taken then 1 do not quite know exactly 
what would happen koii would get n dislocation 
comparable with the dislcrntion which occurred 
Iwforc \t some stage or other vou have got to 
d> It Me were often fold Ij people in regard to 
the exchange and with reference to currenev 
mailers that you should register what has 
happened rather than what is going to happen 
If you had done this in tbo autumn of last year 
jott when we knew what wg* going <o happen in 
the wav of the monsoon I think the Is 6rf rupee 
could have licen introduced then without anv 
hesitation at all S*ow we do not know what 
the monaonn for lONt is going to he Then there 
IS this action of the Government of having kept 
the rupee down lo Ir OArf which I think Is a 
material factor 

IMSl By raanipolationl— But it ii a material 
faefor ift the itinaiien 

IStDl (CAairmofi ) MV have taken a lot of 
your time I am afrtid la there any other 
point yoo would like to bring before the Tom 
mission t— I do net feel that I ought to take up 
any more of your time either Personallv I 
have no other point lo refer to Von have 
covered (he points that I was very anxious to 
put before you 

JMU (CAntrmnn ) Tbr rommission are very 
much obliged to you for the assistance you have 
given them The Chairman of the Commission 
'fr IIiitoD Toanir wished me to express bis 
regret that he would not have an opportunity of 
hearing vour vsluahle evidence 
(tTirae#*) Thank you 


irilMrrir ) 


Mr 5! M b OiBaa\ CSI CIP 


ks 
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about that, but I feel that if the Government «lelivereU. and >ou do not quite know what pi 
iid not appoint their ootaiTieCj thwe ouphi, to he vision to uiaLe in the Uuii^ei Also L Lno» the 
etiine understanding that whoever is appointed is 
someone that the Government would agree to ll 
ought to be an understanding 
1260“ You would have it with the Gavtrnmenl’a 
approval t— It ought to be at any rate as a witter 
of coiirte'y to the largest sharcholdcra—he should 
have some voice 


«.v a large amount of thirge*, like weapons, 
ordnance and arlillerj, which are required for 
India, whKh 1 understand ate stiU done here bj 
the India Office, and not by the Office of the High 
Commisstoner I was ansious to get somewhere 
nearer Baahty to anv figures which might be put 
the Rudget for the amount of remittances, s- 


-V . 4V. that we know what amount has l>een budgeted for, 

126£a ^ on ate not in iavour ol givitiE the j amount of sterling has lieen pur 

lj.rga.t d«t.hoiajr. an. «p..«nlal.on Ij ,« of ^ 

il.Kctors on tUe boari 1 M I rani ^ ^ „„„ „ i, 

JJSJffi? i "i™X’al obUinad from Hal aonm ah.n th« eirhanga .< 

• t\«m M • , ,» . fisjng, or if there is a weakness m the errhangc, 

there will he no more sourees of weakness coining 
in in that way, and then we ihould go on to do 
the other necessary operationa 
laaii You would prefer that <fce requirements 
and demands of the becretary of Stale should be 


nobody’s nominee should be dependent upon 
being able to secure the assent of those whom he 
represents 1 can conceive there will be cases in 
which there will be* a conflict, and it is necesaary 
and desirable that he should he able to stand ap 
and say '* ITel}, that it my view I am going 

to sec It through. If joii do not want to see that — - 

view through, then you had better gel somebody put at as low a figure a% poa«ibl«! — Yes for the 
else He ought to be able to maintain his own purposes of this particular arguuieut. 1 think it 
views Independently, and use Ins own judgment is a desirable thing that they should be kept as 
12009 Would you, therefore, have the Managing ** possible 

Governor’s appointment dependent upon the 1S617 Y'ou further think that this would be 
Oove'nments goodwill, or would you nott— -No a nseful step in the direction of ^an 

btit t think prior to hia appointment his anlomatic turrwry system for India l—Y'es 
acceptability might be put to the Governraeot, or whoever sells these goods would h»ve to cover Ins 
ought to be. because he will be in close touch with eschargt hinaseU 

tho Government He ought to be soniebodr who 12619 I want to ask you a few questions with 
vou Will know will work with the Government regard to the ratio of I* *<l or it C*/ , wluch 
Department, and is not for any particnlvr reason is also before the Conuaission Yon gave evidence 
somebody that they do not want to see They Wo-e the Babmgton Smith Committee os repre- 
niight have good reasons for it It is simplv and scDling the Goreroment of India t. Tev 

-r, ■ 

should be dependent upon the goodwill of the “'Ueei les. 

Government. 12620 1 do not know whether lou would 

12010 IVould you make the approval of the I'ke me to read out the questions, but 

Ciovernmeniaconditionof bisappointmentl— Do * to teftt to Volume S. *t pages 

vou mean statutonlyl 69 and 69, Qusstion 664 and onwards, where 

12011 Well, I meant statutordv, or otherwise qu«‘«0"» '"’tre Put to vou in conneUion with the 

byagreement Siipposetbe Central Board wanted ■pie ratio then was a quesUoti of U W 

a psrticiiUr pesson and the name was suggested '/ “ S' ^^fous questions from 864 
to the Finance Sfeml-er and the Finance Member f? *<* 'Ou erprewveJ the opinion 

Mid •' No I do not think you can have this exchange is detrimental to the cuUi 

•• and the Board unammouslv thought be uetnmental to the industrial 

what then ♦-The English '"T I vOu if that prm 


statutory provisions i 


right 

practice in A rase like that 
rely entirelv 
like relying 
matters 

13612 I take it you are preparej to have a 
compromise in that case by meeting each other 
half way ami •electing somebody else!— I do not 
think It IS n question of meeting half way It is 
a question of v<rsuading one side or the other ; — 

Ibif he IS rot sHitabJe, or that he is the most handicap 
suitable man products 

12613 Or name soroebodv elael — Or name some 
I odv else who la eqiiallv eiiitable 
l“6n P. 53 1 ding rupee tendets in reply to one 
■Member lou said voU would have tenders rnlW 
for b\ ihe rovernment of India payable iis 
nipeeB’ Tee 


cent T— Yes. I have pointed out m addition that 
the tJMng exchange has a much greater eHeel than 
a high rate of exchange 

12621 You used the word “nsing” nowhere, 
if I may say so It begins at Question 664. on 
page Ml — In Question 8'8 I sai "1 pointed out 
that a rise iti exchange would undoubtedly be a 
those industrial undertakings whose 
‘ or would be, in eompetition with 
maciufaclured products from other countries.'’ I 
have always maintained throughout that tbere 
IS a diHtrence letwten a high exchange and a 
rising exchange I think the point is somewhere 
brought nut that once you can get an adjustment 
of prices to a particular level of exchange the 
.no,. rPk . . .1. . . . theory should t* that you have got eqiiitiWinm 

12615 That IS tor the purpose of redueuw the at that point, but the proeexs of getting such an 
liabiiity of the Government id India to make cqailihrium might disorganise trade and might 
iterhng nvaijable at this end ♦—Rather for the alter the trend of trade and its chararter I do 
nut toy that it is equally true th.at if you should 


purpose of eliminating uncertain fvetorr 
< oicrnment amount of rcmiltanccs at home Tou 
I an deteriniDe lour liahiliti for sterling require 
menu on vour debt and yon can always determiDe 
\our lial ility to Pension charges and Lcav« 
(barges and other things. Ta the cose of the 
great bulk of i urchaves of railway material, owd 
other things which th» Indian Store Department 
do under the Ilish Commissioner, vou eaxmot 
determine when the poods are poioig to be 


put up your rupee to any particular 
lOi but It IS true that the process of petting up to 
It creates the preste't dislocation When you 
Uve a certain rate if the price levels 

have been ndjuvled to it both m the country 
where vou are considering it and the countries 
mitside then T ilo pot think there h anything 
''ke tl» same efTcrt— I should snv, the effect is 
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6tvn««' lu lie luJia will b 1 »otl> »l^i «l 

Jth* cf tbe eurrent luppl^ ’ in I'CO anti le«» 
tlan half in I'Ma ftti» •tuKl U atoat 
CHOOOCW, ami half »r>ulJ W aVoul £33,iv’0«<it 

— ^ f*. 

iJj'i The »otld *unl? JKi* auuc'etl to 
If ir5,(«VPno and £(r.O«i,(»»i m thow l«o jearal 
— \rt. 

120*3. 1 take It j-ou hate addetl to the 
£«,W 0 000 nl-oyt £!(?C««J,(«} for the annutl eur 
t 'Cf rcv'tf'Oifnts of India I— If*. 

IMN The total Indian ahsorj lioo I— \ee. 

1S6*5 liou thirk that £10,000 tOJ of RoM vuuIJ 
be sufTcifnt f— £10 OOO WO per annura lor ten 
jeara. 

120 * 6 . Ihilh for fold eottenev tn etteulalion 
and reserrea at the Central Hank I— 1 traa talini; 
the £tOOOW WO ai lietng the future in tlie pr<w 
|M>>.rtt sc'berae and BMUHnna I'nat t\ie dmand 
would be £tOWOOrO for ten rmra 11> own 
opinion ig that ore maid ttart the RiU itandariJ 
with less than £l 000 flfif«'* l■ln^ute India also 
|HK.'>rs«es a reriaiu stock of gold in the paper 
eurreftef rexree aod lie annual scttiin* of gold 
that I think must lje a«)uired Lv India is to i rine 
lip the resenre In the nininjimi re<|uirem*nt id 
tne propoted teheuse, ot SI per cent et eer 
leff** We are eoniiderinR now il e total amount 
of freah enrreney reciuirrd for the eirciilalion 
of India, with the enormoui inrresae in ilrmarid 
fottowiBg jrood mor«ooti« and so otil— ^ea 
\S4*^ In addition to what foa h>\e }u«t re 
fsrred tn as ahat ts re'iuire<l to iirint: up the 
reserreat I n ler the projinsed sol sme, f»ui would 
h>« m a position to increase the coil note issue 
to 3l rupeea for essrr gold rnpee presented to the 
Imperial Hank or Taper Currenci l>e(aetmrnt 
186*0 ion aoulj U in a pissitioo to do what t— 
^eu would lie in a jiosition to create a gold paiwr 
eutrenef, a paper euTirtica Uawd upon Roid. in 
a ratio of 3] rupees for ererp ru]-ee of got I s«t I 
to the Imperial Hank under the rrserae rtspiire* 
Tnents of the prop«»«eal nheme 

ISSSt I see what jou mean, but the <iuestl m in 
iny mind is whether £lOtOit>oo is by any means 
an ade<iuat« allowance for what it rrsiuired 
supposing you hare good monsoons 7— Well, I am 
hardly in a position to any 1 aca» tealty taking 
the figures of the proposctl scheme and regard 
ing them as more or leu adequate Terbeps you 
would allow me to add that I think if India does 
go to a gold standard, the question of how much 
wid will in fact be required will settle itself 
The Indian price lerel must te kept m equi 
librium with the world j rice lerel If there are 
eery good monsoons teniporartlyindia will alsorb 
rather more gold than usual If there la a bad 
uionsnon It «ill nbaorb rather Iras. 

ISMI ^ubiert to any (actor which ha* to be 
allowed for the eonrenion of stores of raloe 
kept Qt present in other formal — Yes 

146s.a- In paragraph h fh) you »a> that the 
dram of gold from lyondoii under (he Indian gold 
standard scheme «hau1d lie judged differently, in 
relation to the reaction of the aituation in 
London from a dram due to lack of equililrinm 
of price levels and you draw a ju't distinctioa 
when you say that the derangement that arises in 
the latter ease during transition to the new 
equilibrium stage need not oceur lit the former 
case, if the gold which is drained happen to be 
redundant — a very rital reservation Wliat do 
}ou think about the position in London I I* there 
such a redundancy of gold!— Well 1 really am not 
in a position to say I do not know how the bank 
authorities regard their present re«erTesL 

12^ It IS a matter upon which the instructed 
puWws raar hwre nn upraitail— TerhalW you will 
allow roe just to elaborate that 1 What L should 


l,e inclined to *ay ts the dangerous aaiwet of iHe 
situation in tlie City of l»fidoo at the noaieot 
If n< t (be absolute iite tf ike rrsersc at all 1 do 
tot think ilia* aiijbody can really wy wbetler the 
pTe*<nt reserve and the j resent reserve ratio, if they 
(uiJd be euintamcd j<rtia»cnll), are loo large or 
too fmall Whit II lUi bsro is ii tl e fact that the 
I snk raancl lusinlairi the rev»r«e at i» present 
Cgure without n lonstvnt s-nalJ lots of gold which 
rumufilirel) amounts to a large atiiouDt in the 
(nurse of the year 

pwi'l. Tlat IS the presett pontion*— \rn. I 
regard line prrsenl )osilii>n as Jaegerojs, it 
It Jsn(..eri>us not t>et-aase of IN alenlute size of 

rererte leing too Isrge or loo tatsll— about 
that I do not pre'end to eat -lot because the 
te*e(st cannot W kept to *<{4ilibriuRt. 

AisLiuirig, as we must a<4ume, that the 
■ eesent site of tlw rrwrte is in the ejes of the 
pdain kuiboritirs not eice**ire, and lluil the 
(opdltion joti hive described is one in whlih 
tl e»e IS no rr^lundab y of gidd in Lngland, but 
that on the other 1 tod the diFi uUy it to mam 
irifl ife t ct-essary amount'—krt, but I ani cot 
» ire in iny own mind whether the I snk authorities 
vfiul I not regard ih" situation rather differrntly 
,( they were alsolutelf certain ihst they cotfid 
keep the rraene at lit | rrwnt frure Mhat I feel 
1 *. in the City at the moment l*o rather differeot 
qu^tiw' art Um* eocfusml fl> the al solute 
•t«e of thr rrserre, and (8) whetler the reserrr, 
wb**ever its site may 1# e»n N n aiiitstneil with 
out loss and 1 feel iVsl all itncertsmtr t* Teslly 
do* to the iec«D(l facier 
t9e>d Thai uncertainty woulf not i« ilintni 
the I by t^ HtaUidimrnt of a fresh demand for 
PcM from Inilia 7— So 1 would freely a licit that, 
from the standpoint rvf iN luvnk authontses, any 
MtditiAtis! d»msnJ ansiti* aoywhere would muse 
thro disromfort for the moment 
fSCa* tie arr looking at this matter from the 
poiat of new of no other interoU than those of 
(he Indian <tale and the Indian rommunitr 
li(it as you aisle yourself in yonr inemoranduin 
the consequences of a deranirement resutiinc to the 
C»ty of li>n(lijn would be an locreaso tn the bank 
rate I— kea 

ttft'JL And the money screw, with all its 
reaction* epnn pricer and commercial actiritieA. 
ttbat weight in your opinion should be given to 
tbawe rirciim»tnnces4 possibly dangerous from the 
lioint of view of the interests of India as they 
would revet upon the prosperify of Indian roro 
nierce— I mrvn a rising bank rate and a high 
bank sate 7— I think a rising hank rate here would 
bare indirect adverse consequences in India 
(Hcough ilaroping down Ih* deca.\nd in this 
country for Indian prod icti. It is hecan«e I am 
quite seriously afraid of the influences of a rerr 
high bank rate on international trade that I 
really suggested the alternatire scheme which 
would not inrolre a demand of an order of 
tlOTOCl POO gold. 

1 %^ In your opinion it is not only (he re 
action on the situation in London thvt we bare 
to eon«ider in this regard but the ultimate 
reaction on the situation in India t — Yes I do 
Qol know that the nitimate reaction would be 
very «erious in India hut it would hare some 
influence. 

I"epa It would be serious in proportion to the 
degree of deraneement, would jf notT — Well, that 
depends upon how the demand for Indian raw 
materials, and so on, is directly affesie^l hr a rise 
,n the London bank rate If a rise in the London 
M«k rate were followed by consequential rises 
elsewheet, if you had a sort of international 
c^pehtion in raising Kvnk rates the cumtiivtive 
eCet^ all over the world would be for a short 
permd of tune quite aervoua. 
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Therefore, untJ cooTertUitlitir is secured I led 
that It would be unwise, however the gold came to 
the Lurrency Department, to increase tbo total 
I'sue 

13*1! I only want to bring out that that ts the 
way in which the mechanism of your scheme would 
operate as regards any increase 1 — hes. 

13*11 In paragraph 9 you say that the mini 
mum amount of gold to be acquired would he the 
amount of 2* crorcs That is based upon 
30 i-er cent of the gold reserve, la not it t— Yes, 
that IS the minimum which lou would require. 

12*13 That IS the minimum gold reserve. We 
have had a good deal of evidence to the eSect 
that 30 per cen is much too low Jor India. Bare 
jou considered whe her 30 per cent, is a aafe 
figure for the metallic portion of the gold reserve 
in the Indian currency eysteml — ho 1 am afraid 
1 have not I would not lihe to be dogmatic about 
It 1 real]} do not know 
12'li. Perhaps I may pul it in this wa} What 
leads }oa to the figure of 30 per cent, t — 1 Bimply 
adopted II frtm the prO|o*ed cheme 1 simple 
took, the present gold holding and asked what 
would be the minimum amount you would have to 
add to get your reserve figure. 1 should be 
ittcUtied to say that jou can keep the reserve at 
anv figure sou like If for iD«tance, gold notes 
were pre<cnt<d for redemption and the gold were 
hoarded under the gold standard, that would 
obviously create a gap in the circulation which 
would be supplied by more gold coming in 
1S7IS I understand the figure of 30 per cent 
u oulv taken by you and it is not vour own 
figure t~hio It IS taken by me from the proposed 
■cheme 

18*16 It IS tower than that of an> other eentral 
> ankmg systeni is not it I— I would not like to 
say At the nomest iuo*t central banks are hold 
ing nominal gold reserves which are really gold 
claims and t alanecs in foreigu banks. 

12 1 * Means of procuring cold 1— Tea 
1**19 Claims to gold l—\ss. 
fTlO 1 find a reference in paragraph 9 to a 
resulting deficiency of about three millions in (he 
paper currency reserve being made good by the 
gold standard reserve. I do no* quite follow what 
ynur general proposals would Iw as to the dis 
po*»J o/ ihf hi^Jk of tko go^t} sJamlard rf'trroJ — 
Well 1 really have not considered that point 
very carefullv hut I should be inclined to wry 
that the gold standard reserve should be mam 
taincf] for the ease of a series of bad monsoons 
wbichwoul Itemrorarily upset the I alance vgainH 
India because I do not think in the case of an 
tlverse I alance for tli« tune being it would be 
jecesvrry to ship gold from India to boodon 
The foreign obligations on London eonid be 
perfectlv well met hv transfers of drafts on 

li'^O Then rou «ere contemplating in your 
I ro[ os.al the maicienanoe of a aeparate gold 
standar 1 rererref — It ell I have not realW 
thoii|.hl this point out but I can quite conreive 
ibe usefulness of maintaining a separate gold 
standard reserve ni any rate until tie Indian 
rurrenev srstem bas been worked for some time 
under the new conditions 

I®*?! What at first siebt in your apprehen- 
sion are tie advantages which accrue from (hr 
maintenance of the separate gold standard 
reserve t — [ should not care to pnt too much 
emphaaii on Ihe word separate’ I believe (hat 
» rurrenee reserre of any kind or let ns aav a 
foreign evchsuge reserve might be exceedinglr 
viveful for the purpose of in*piriag confidence in 
ibe future of the In lian currenev 

IJ*-'' Monld that be necessary as long as (he 
minimum proportion of the metallic holding In 


a ttntfied rc*erve was EofficicDtly large 1— It might 
not be ccccssarv with 30 per cent. 1 would not 
like to pledge myself on that l\hst I do feel 
u that India would be trying a great expert 
ment about which the rest of the world might 
be a little doubtful, and it would be desirable 
supposing a sudden break in world prosperity 
came about m the next ten years that India would 
have something like a gold reserve to fall hack 
upon la case of having to meet a verv heavy 
adverse balance for the time being 

I2"33. I can follow your argument to the point 
of It being necemrv foe India under the circum 
stances of the conditions of transition to hold 
adequate reserves to fall back upon m the case of 
unforeseen emergencies but does the argument 
apply to the extent of s.aving it is desirable to 
bold two reserves in the segregated form of a 
distinct gold standard re«erve in addition to the 
feverve which i» behind the note circulation of 
the country I— M ell I am really rather 
lodiCcren' as to the form in which ihe nld 
te^rve is held— whether it i« held segregated as 
the propertv of the Indian Government or 
whether it is in some form or other transferred 
to the Imperial Rank. IVhat I do feel is that it 
IS very desirable that everv central bank should 
hold certain assets which it can dispose of 
quickir in the rase of a break in trade 

l**2l That reallr apphea rather to the 
character of (he assets than the account on which 
they are held I— Tes. 

1 '’*®} With reference to your proposals in 
paragraph 6 how would the externa] valoe of 
the rupee and noU be raaiDtained during the 
transition 1 Do you accept the obligation in the 
first •entenn of paragraph * (1) o£ the memo- 
randum on the proposed gold standard schemel 
If Tou do accept that obligition during the 
(ranaitioQ period it it pouible to undertake the 
oMieation it vou open the sinta In coinaget— 
Rcll I am not prepared to accept paragraph A 
(I) That is the particular danger that 1 want to 
ward against I do not want the Indian Govern 
meot to be faced with n quite unknown demand 
for gold while this tchetne is in its preparatory 
stages 

1 S *®6 Ecen for gold bullion I— Because after all 
I should have thought it was fairly «asv for the 
bullion merchants in India to collect the 
minrorooT antoBfif ot stlwr or tegal tender I 
think the obligation impo'ed on the Indian 
Government to com gold m return lor a tender 
of gold bullion does not logically depend upon 
the acceptance of paragraph A (1) 

12*27 No but then supposing we da not con 
template the obligation in paragraph 4 (1) of (he 
maintaining of the exchange value of the rupee 
daring the transition period by what method 
conld it be maintained 1 — 1 beg your pardon t 
ibonght you implied that paragraph 4 (1> meant 
ibat the Government should veil actual gol I 
I think the maintenanre of exchange involves 
sach action on the part of the Indian Government 
that (he BCtnal rate of exchange for sterling in 
terms of the rupee does not fall below th» gold 
export point 

IS”?i. "What would that action lie if it is not 
the rale of bullion t — Well it might be the sale of 
drafts on Ihe gold standard reserve It might 
be merelv caution in the issue of fiduciary notes. 

I mean the limitation of the Indian currenev in 
itself would W sufficient to keen it cxrc'dinglv 
steadi without necessarilv turdening the Govern 
meat with a verv large olligilion of selling gold 
against legal tender 

12*29 B (t in anv currency system is it pos'd !e 
to relv npon a limitation of the currenev (o 
maintain the evehange without aeceptanre of anv 
obligalion as to provision of means of inter 
national payment at certain ratfst— Melt I think 



RO\'AL COMVrSSrON O.V INDIAN CURRENCY AND FINANCE • 


133 


19 UnrrA. 1920 ) 


ProfpMor T 1 


[CoH/lllIlfrf 


ihitl at th« tnomfnt thr etchants riolicy both of 
Ih*' An«trisn Natmnil Dink amt of the Reich* 
Hnk i* really lased on the j'nneiple that you 
ehouli) keep the internal rnliinie of the eurrearv 
to that fiKiire at which the eachange wtU be 
*ta) lined 1 do not think that either of thnje 
lank* accept any itatuton ohliyalion to sell 
rachanste for ettrrenev and certainly not bullion 
to an\l>ody who earn to a»k for it 

IS~3.'> l'ra<t)calli the maiiileiiaiice of an ea 
chanpc itatnlard, »inh aa thu would Iw ditnnf; 
transition must depend must not it on tho cur 
reney auihuriti l>cinR prepared to on vide some 
n ran* of joiernalional payment at the rate uhivh 
It la deaircd to maintain t- It mnv mean iliat 
lilt I do not think it ncccsvarilj mean* that 

T2731 Withoiil that ytiiir internal curreney i* 
neier to any ctIcoI ronirnrial Je ? Uel) I do 
not Bceepl tl e vievr that currener t* not contrarl 
able 

1?"3J On tie contrary I ihoiild hare thoiiRht 
Ihif eieey currencr was alwaia cowtrartaWe to 
»ome extent howerer carefully joii rcttncled it t 
— Oranteil that, then 1 think any ciirrcney 
anil only ran always keep its «sfhan(re steady 
It hac onJj Mt to contract its currency cnoatth 

J2“n Can a eotintrv contract tt« curreney be 
any other meehanism than 1v prornhntr a means 
of international payment aeninit whaierer por 
tton of the internal curreney te cafiaJle of la»ine 
rontraetel at tie time at whteh the cxel ance is 
made? t aloiild think in the eaM of Indian 
riirreney, wlere the eurreney is always flosrine 
haek to the Treaeiiry elests (he fimple aay to 
eontrarl the eurreney is b\ eaneellimt the in 
vcsied portion ©f the rewrre as the curreney flow* 

1 aik in payment of taxes. There is no ol iiealion 
of flovernment to re !«««• fidHcrary notes unleya 
It likes 'far T adl that I ehmild |e prenared 
In rreorntnend lhat the Inilian fJoyernment slonid 
»*tt exeiiance on f/indnn durma the transition 
periCKi hit rot that tf shoiiM f-e oWitreil to sell 
Bold for any purpose 

1S~)I 1 llmiaht rrolatlj you would add that 
to your anxlysic Tlnllieinaeo durma the Iran 
sition perm I >oti aoahf hare an esehanae 
•landardf 'n ete} ance at andard with the Mints 
opened to the eotnaae of Ro!<f 

15~U Rut the eenlral aiitlorila proridina 
flothtiialut foretaii eychaneef Ou(f< eo 

I2*aa TIere is one more C|iieslion imon the 
rpian'ii'iv ol a***' >riiirTi-A a*ii7A ' ahawfik VAkti %»• 
ask you I am afraid this is rather a lone C|Hr* 
linn i will Jiift K«'e tnii the itilarmnUi n I 
want to nsl, sou alKiiit You eav in parnerapb t 
that lie unld aiailnble f.r worl I monetary piir 
noses will le i<nnoo(VM m ino and fixnnonon 
in nin I hair l/efore me the ti)>inri«»nnja} 
aiernpe* li I''2I of gnld niailalle for nionetsrv 
purposes anordina |o rerlain rilimafes May T 
lust eiie yon the flaiires In I'Vn Xastwoono 
III fOji iiomowin in J'')'’ XWPnnono and in 
loct X.Tinnnnoo ^cee^llnB those ficiires as tbe 

TUiD'iuennial nveraires of Bold arnilalfe for mone 
larv Tuirpnses di anil roiisider thnt tie amniints 
of m non nno and Eisoooono would le eiiflieienl 
wiihmit consideratde adnistments of reaerves in 
the Central Rank t Tokina those (iaiire* Iben 
In 10.10 inv (iffure would be £‘’1000 000 and tn 
1010 XISOOOOOO T should like to say two tbinas 
on that First I should like t" reconsider my 
feiire of worM indiisfnnl ronsiimption I wrote 
this meiuornndiim under considerable pressure 
an 1 1 am not sure whether mr ficure of industrial 

j?7a“ Do vou mean on the small side or on 
the larffe sid 1— T look no nccniint a» I onel t 
to have done first of the fact that the indastrial 
consutnnfion is no( entirely proridetl out of new 
ruoulies of uold T! ere is a < nnsideral le re 
mrlliny of old poll for industrial iiurposet 

p-la That woull rcli.ee your fipuref-Tb-l 
wodll reduce mv fieiire Next T am no* onife 
sure whether this ITnilcd States fipure which 5s 


taken out of the (rencral tables included the 
( nited Stales itsilf I should feel ohticed if 
the lomniissKin niuilil allow me to check that 
figure apatn lefnre rcpnrdinR it as in any way 
auth inlntive 

I2~'19 IVrh H's vtiii Hill alter it in tbe proof*? 
\fs Ini apart fiom that the nioie relevant 
point ix that I do lelieve ihu the postwar 
situation with regard to ni'iictary demands for 
Rolil IS eiilireh differenl from the pre nar one 
18*40 Tliat IS dealt With to some extent, in 
voiir memorandum? 'e« I think, it is very 
important to emphasise how different the eonsti 
tiiiion of Ibe monetary nvslem m to-dav from 
what It was ten >enrs ago 

12711 With the reseryalion as to jour figure 
slipposinK we Bssiime the figures which I have 
quoted for gojd ain/Jahle far tnotietarf purposes 
what do you consider is the hraring of that upon 
your estimate of XeanOOWO and XlSOOnoPO as 
the amount to he available in Iflin and 1910 and 
the effect that thtt irouW hare upon (he po?d 
policy of the eentral banksT— Well I feel that 
the central hanks may. in the future have to 
work With smaller and perhaps considerably 
tmafler reverre* (han they were worlcinp with he 
fore the war but I feel that that does not imperil 
tn any waj the nperatmn of the gold standard 
For inetanee T eaonot see that it is rcalti 
neceaaari for (he Rank of France to risinlain 
•omethine like 5 milliardv m gold approximately 
I2“42 Jf the central banks hare to economise 
their reveries in Ihiv country how would tl at 
Wr upon the poM;?r|};(v of e«tsbli«h(np the ooM 
currenev m Imlml Would the two not run 
counter (<>each olher ami hinder and impede each 
olhcrt-ttcll 1 shoulil say if India went on to a 
yoJil elnmJard and (here was an adfitionaJ 
demand for ciirrenn purpose* in India that 
would in fact force econemr upon the central 
bank* 

I?*13 If econojni is being forced upon flem 
from considerations of (he inadcciiiacy of the 
worlds gold tiipplr that may land them in a 
dtffi.uKvT— I really think if one looks at (he 
actual reveries of sinie of the hank* one could 
eiit verv convidera? Ic elieea out of those reveries 
wiihoiil doing any harm to anjhodr 
I874I Then your expectation of the avoidance 
of diffirultiex is 1 iseil verv largeli at nni rate 
upon your belief that the centra! banka of the 
world, mi.yhf. eafel.y re.dnc.e. (.baxt ie«e.i;ve«.I— 
kes apart from (hat (hers is tie mute iinknnwn 
factor of (he future gold oulniit and econcmiev in 
the mining of gold 

18*41 Asanming lhn( (hew figure* throw some 
licht upon (he xituatinii uv regardv (he possilulilj 
that the cvnlrnl lank* of the world mivht safeli 
reiluce their gold revervea do you think (apart 
from ones own opinion) that it ii likely that 
thev would do so under present conditions — of 
nnveltv and a eorfain anxiety? — In fact soma of 
them are rendj tn do so hut I think it would be 
rader ungrateful In plav (he nart of a prophet 
in this parlinilar mnlter T think events would 
force them to that 

1*740 One such possible event laung the evtah 
lishinent of n gold currency in India?— Quite so 
1274" An event of that sort which would force 
npon tl em tho reduction of the gild re'crve 
below at any rate what they consider tn be 
necessary is not one which would increase the 
general confidence of the world in the gold 
currency svsteml — I feel that ns things am at 
preneot (he nuevtion of the sire of (he reserve has 


•Tbe figure as slated in the memorandum incliidev 
the indnstnal consumption of the II S A For 1922 the 
giXKsUSA cons imption smcunled to J50 g milJ 
Sons the net consumption (ic new gold) amounted 
to SSfimiUions If this relation between gros.s and 
net consumption held (rue of the world as a whole 
the net consumption would be in the neighbourhooc 
of 60% of (he gross TEG 
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ceTfr b<rn argued scienUfically m any way by tbe 
central banVa. 1 -would find H eacetdingly 
diCcuh to *aj that the pre»ent reserre* are 
reientificallv armed at in any sort of war 
ir-tS. Thev are armed at, I *uppo«e, br eon 
*id-raficns partfi scientific and partly accordini; 
to the business man s estimate of the large con 
aideratioas nCecting the fioluiral eiTeninslancts 
in hii own counlrv— the xiews of the luainess men 
in control of the central hanhs of the varioos 
tountrieaf — ies, but 1 think empTiciitn in »n«h 
matters mar overdone In fact, I think the 
gold tfserxea of the world in the last ten jeara 
hare hinlly ptaved any role at all m the restora 
tion of «oand rurrener conditions 


12*1!) I'svchob gr is al«o a science, or clauna to 
!«■ t\ouId It le safe to di'regard in estaMishing 
ih" gold roserres of the world, anr efleet that any 
reduction below the pre«ent general level held by 
the central tanks would hare upon the confidence 
of the conmereial community, and also on tbe 
peneril pul he in these countries 1 — 'I ell I should 
sar that you can alwars keep eonfidenre in tbe 
eurrenev provided you keep its quantity 
adequately limited Hut 1 would agree witb you 
in saving that if a proposal were suddenly made 
to tie centra] banks that they should cut down 
their roerres, let us air br one half witbtn a 
short period of lime that that would probably 
upset the business man but 1 am not anticipating 
that the gradual reduction of re*erre% and that is 
alt that would le neceevirr, u of that order of 
cvrata \fl«r all in a ireneration hence n mar be 
regarded just as normal that the reserre aheutd 
le M', lolween 80 per cent, and 30 per cent as 
lofnre the 'at it was regarded as normal that si 
should l« Iwiween SO per cent and fO per cent- 
nr <0 per cent and 60 per cent 
lS"W Tills IS perhaps a «our« of erolutioo 
whirb one mar heme for hut it would he some 
what in prudent to count upon as an aid in 
makitui praetieal plans at tbe present tins t— I 
think I would lx inr1i»e<l to ear that tbe cur 
reneirs of tl e world in recent years hare not hern 
l-aKd upon gold in fact. The value of the cur 
rrnry las Ixen liswd upon tho limitation of 
Muaniite, nnd the eold re«erTCs hare hardly 
pUvTil anr lole at all in tnaintaioing \hsi» valo» 
or in mainlainiBK confidence id them 

'TViese are one or \wt> sratterrA qoeiftv»ms 
which I ehould like lo a»k you before I coorloih* 
my esaniination inchief Ilo you consider in • 
country like India where 1 apprehend you only 
ronlemplite a small gold eiTrulation inproportion 
lo the total cirrulation— t— kes 

IflJ — that there it anr likelihood that l" 
a time <f weak rsrhanire the eurrenrr returned 
to the currency aolhoritics would take tbe form 
of the cheaper materials silver and paper f—lou 
mean the (wld cnee it is out, would tierer ectn* 
Wkl 

ItTl 1 will net aay will nrrrr com* Wk but 
would nc< the tendrnrr 1* for the other form* cf 
rurrenry to return first t—Mell I thick that is 
Isrjrels a question of the denomlnalKn of the 
actual goH coin If It were a fairly high 
dmomtoalioo it would lx too esr’ersir* |o hoard 


IT“M Ifnw lines ih* deDomlnaliori of tbe gold 
qin a'ect its morecient into bmirils f Tbe bisrer 
t IS 1 she old hare ihousht th' more cenTenient 
' IS tor trvsrdirst Ttat 1 iNnult bIwv aa» tVe 
yser Ite min the more di'cull it !• lo aef|iiire 
I 10 the sense that tte sacrifie of c<her thirgs 
which woul 1 tare to t< nnlcrrne to n't i* 
w uMt. frester 


lt“ii 'Ihr sol r.eeanse 1 want lo tar made 
I'd rupees, suretr the most mnrenieol form in 
wtich I r*-«l J di ao if there wrrr JniV rupee ro *iS 
Weall te ty p-«irs of tV.e |m rupee mot— fVr 
laia r, | ds r.ct droy tha* M>al I tnaasl wM 


SBppneiQg you could possibly have s one rupee 
gold com in ciiculation, jt would be very much 
easter to acquire that a&d to accumulate a hoard 
of them gradually than it would be to acquire 
the lOO-rupee coiO 

tS~56 The poiot of mv question is this. IThat 
reliasce do you place on th gold in circulation 
as a foTtificaliDS for the reserves in times of a 
bad monsoon and weak eichangel — Lpoa that 1 
would not like to spesk. 1 really do not know 

12*5” That would deprend too much oo Indian 
conditions Can we sav from the experience of 
other countries that it has been found that you 
can count upon p>M in circulation as a reiialJe 
sevood line of defence to tbe banks’ reserve, in 
any practical sense /—UelJ, of course, you can 
drive gold out of tirciilation and it was in fact 
done in this counlrr in tlie first years of the 
war br issuing fiduciary paper, but I do not know 
that 1 very much believe in the theory that gold 
m tbe pockets of the people is very much of a 
reserve if you uant it in a burry 

12'>9 In paragraphs C to S. and particulvrly m 
t* t-)> Jwu ol<serve If ll e tioverniaent vs to get 
nd of Silver, let It do so as soon as jiossible, and 
not disorganise the market for ten yeara” I 
am not sure that I onderviand the content of the 
phea<« ■ as soon aa possible.' Do you think tt 
would be possible to sell silver on any large 
acalel Do rou think it would be possible to 
adopt a policy, aod for it to be known that the 
policy 1* adopted, of selling silrer oo a large 
scale, however carefully it waa to be done without 
a divorganisation of the silver market T— 'No, i 
think it thet’orerument of India were to annauiier 
that It IS going to sell silver, it would in any 
case c^use a bear movement in the silver market , 
but I feel that there is some vittus in getting the 
worst o| It over m as short a lime as pnsaille 
My owTj proposals would cut the pericxl down 
from ten years to five years. 1 an> not sure 
whether it would not br l-etter to trv and get rid 
of some PO rrores within a shorter |>erioil of lime 
than that It n»eht >« letter to rause a very 
sonsidrraMe fall m the price of ailrer iinmed 
lately, rather |hai» rause a sagging price of silver 
over as long a period as 10 years. 

t2*S3 It would le « question of a rhoice of 
evvUI— Certattly 

ITTjO Pat on the whole, rou think that with 
V swift and greater blow He evil uiiphl lx lem 
I'lvn With a looger but leu ixvere seriev of i lowaT 

kei Ixxauie 1 think the market would rveorer 
sooner from a heavy blow given once and fnr all 
I'lao from a continuous series of 1 lows. 

irtt Rat in some form or other in joir view n 
disturliance of tie silver market ii not to be 
avoided if you ad'pt Ihiv [lolirT*— Not if you 
adopt this {lolicy 

IfeSL Finally I undrrstArd your propoaal ^ 
that the future ineremrnti of cur tenev s) o il 1 
in the form either of got I roin or of gold certifi 
rates agamil gold voint— I do not kro* *1 ether 
vou are referring to tbe scheme in psragrai h lo } 


Il"63. kew. \l e now come liaffc to the final point 
«f your pmpcwali *— That U merely a pfoponj ] 
have pul forward which I do not myself all ere 
to very strongly to sujreest that it woufd lx 
pcwsifale in the loferin period <,f five years 
«vs>Awt.l.ly to tvai^vfev tbe rots nTeulation Irom 
the Uovsrninsct lo the Iraperisl lanVt but 1 
wwuli i>M suc.eiC ibat in lle>te five veArs l‘x 
fm}xrial Park «(ul] have ll ' rigbt'^to loue 
fiduciary rurreoev in ary «ay II w.ul I lierely 
havs llx rigbl lo isv le gol | eertifeatev 
irtt I wan' to see l» w m , nvtrten v • ilb v , , 
propnult you gel over « triill i raef, i) d T 
evilly wl.-f, ,tit Tlx great rxe.| m tlx 
Ind an evitvetxy ii f r tn,»|| chaige f f winj 
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tins country taking fright and appIyiBg th« or 
thodov measures l—Weil, perhaps I BoaW notgo 
fO far as to ea> lint the banking nuthorities 
noulJ get into a panic. ^V>la^ I did JiPPb 
the phrase create alarm in the London i^rket 
nas that the outer market would argue that anj 
drain of gold from the bank for Iidia Bould 
mean higher bank rates for some considerable 
period of time perhaps, and that would create 
alarm not in tie sense of creating alarm as to 

the future stahiUty of the Englisii eurrepcs bm 
apprebension as to the future course on iuoney 
tales. 

IJ'SG I appreaate that but if that set of 
circumstances arose the effect would be ol the 
laok rite being raised and prices being lowered 
uith their natural repercussions on other coun 
ttirs. It would vn {"wt l« a fight of the central 
banks to retain their gold il that tendency «ials 
and ue Iiare to take into account popular eenti 
nent If that tendency exist* the raising of tK 
bank rile and the lowering of prices here wwld 
be followed iramediately, or lers soon, bj other 
countries doing the same thing tod would not 
the end effect be to appreciate the purchasing 
power of gold that is to sav, cause a fill in 
conunodiir prices 1—1 should say to that if the 
1 ink rate were to rise con'iderobly aboce New 
kork ro-diseount rate that the federal reserre 
system would if anything welcome s lo«8 of 
gold to the London market becAU«e its reaerre 
percentage is so high that in fact it bas great 
diffieulU ir pteveating the expansion of cur 
rener le the United States out ruoniog its 
powers to control it 

18 But il the Federal reserve banVe fell 
that the drain might affect their own credit eiruc- 
lura they would apply the screw as nell as they 
do oter here f.— Undoubtedly but I feel with a 
reserve of between &9 and '0 per cent, (hat it 
IS going to take a long time before the Federal 
reserve system le going to feel snr appreheaiion 
stout the {o<s of gold 

WS9 ^ill you tell us your newt wub regard 
to the statement that has been made la several 
rjijartcrB that the economic progress of America 
IS such aa to al 'orb the present redundant gold 
i nlding within a period ol 10 to vr^Ts- llate 
vou any views on thall — ^o k hare no news on 
tl at As you prol ablv know, tl c Federal Be- 
serve Bulletin publishes a •titemmt of money m 
the United States nt periodical timev wbicb 
seems to show that the aggregate demand of cur 
rency per heaa of tl r population is in the neigh- 
bourhood of 40 dollars per head so that the 
•(pgrei-ate amount for currency in IP or 15 years 
oould in effect depend upon the growth of popu 
lation in the United States. 1 nave not reatly 
mnde any estunate of what the popnistien of 
America is going to be 

18 & I Would that depend entirely on the 
(..fowtb of population! kkell il anjlbing 


!•> .0 Or wool 1 It not rather dei end on the 
total volume of production in the eounlryt — I 
(fiink pofsibly that if the rati of Amerieon pro 
dm n were to rise 'erv eonSiOcraVly in the 
next years the demand per he# I might go op 
bi t 1 should coui ter that I y the eiiggrslioii that 
the growth of banking in the United States if 
vnythiDf IS likely to lower the demand f®r coin 
p^r head of the population so as to I e not a 
demand for coin ro much, but a demand for bank 
■rrency 


tVhen Germany adopted lie gold atan< 
arcl in IS'I could you tell us the repercusaioi 
tlal had upon the worlds gold prices—firat > 
all on prices lo Germany and then on srof 
j ruM J — In (lerniany the situation was very co 
fused as you know owing to th« boom years IS 


W IP 3, and German prices rose quite consider 
ably lA lliciSL years, and then IcU quite voti 
U(krably afternards. Hiere was, m fact, a very 
sharp eachauge vriate in (hi year itself ihe 
lien gold ubuh had been acquired at ^rcat cost 
by (be Gemiau Irtosury started floating fill in 
IJie world prices fcfirteJ lalliub 
about 19"3. or the year after la 3, and conliimeil 
to fall until about 16S 

12 j-J. Did that fall coincide with a diminu 
lion oi gold production! — ihis is the great 
hwfonia] controver«y of the ISth century f am 
not sure that the actual output ol gold fell i 
do not remember what the statistics of gold pro- 
dvvrViMv ocVviilVy wtrt. Of raviise tlnua was a 
very largely increased demand for gold 

12 91 1 giTB you the figures The value of gold 
production m the quinqueoniuja to 1874 was ISu 
luiUian aterli&g and it rosa in the quinquenniuBi 
to IS^ to 151 millions, yet comfflodity prices, 
according to the data which I have before me, 
fell from 10(J in the ten year period of 166<-18i" 
to 60-9 us the year 1696, and that in spite of an 
increase of the gold production by something like 
Si per cent. 1 am asking you (hat question 
because you seem to brush aside rather lightly 
the contcution of some authorities at any rate, 
that economy to the use of gold is desirable if 
the present gold price lerel u to be uaintaued 
Do you not agree that, having regard to (he pa«t 
experience and the prospects so far as one con 
Me them note has to be taken oi these uTcnin 
stances if the stability of the purchasing power 
of gold IS to be maistaioed f— I shoiiid of courM 
not wont anybody to disregard tbe experiences of 
(he I9tb ceosury but I should aUo feel inclined 
to «ay that the conditions in the quarter of the 
century between 16*5 and 1900 are realjy so far 
03 currency theory is concerned very different 
from those of the present day During that 
quoTleroiacentury you did hove an actual transi 
tton of the greeter psK of the European continent 
oad of the United States and of various ffonth 
American countries to the gold standard. That 
transition absorbed mote gold than the transition 
of a single country to the gold standard would 
involve now Moreover, it wis the period wbcn 
the superstition that central banks required 
immense quantities of gold was at its hei^t and 
(he transition, let me say, from the silver standard 
to the gold standard could have been aomruplished 
With a very much smaller reduction of the price 
level if the central banks had not been $o keen on 
aeeooiulatisg a very large reserve which they 
never used 


iwst Do you agree that economic progress 
during that period was far slower tti.n it la 
to-day (— Ko I would not agree to that I would 
rather say tbe rate of progress was considerablv 
greater 

12”95 iroold it be true to say that if i{ were 
to happen that gold did appreciate and price* 
Were to fall it would have a serious repercussion 
on all countries including India!— I do not know 
tbat I should like lo commit myself to tbe stale 
loenl that a long period ti»v in the value of gold 
va MTiou* Iwcause 1 would argue quite apart 
itoia the question o( gold production supposiig 
that were ol solulely steady ftn increase m world 
production would drive price# down 

IS^ Is not that within the command oi the 
cnvrcncy authorities!— I would admit if you 
Wanted to do ao at the present time it would 
be possible assuming certain currency arrange- 
ment*. to keep tie price level absoluUly steady 

18ra7 la not that the aim of all monetary 
lolicy to keep price* stabUt—l should feel 
Inclined to siy that some curream authorities in 
Uv^iog for ihe stability of the price level have 
katbee uverlooted the point that in sUbilismg 
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of those hoariis would be poured out on to tlie 
Go\«rninenls head at once, then I should re*ert 
to the original proposil in the proposed schenie 
and onij introduce full ronverlihilit/ at the end 
of 10 jears because at the end of 10 jears Jfour 
siher hoards would ha\e disappeared owing to 
the growth in the demand for small ehinge 
circulatitm 

Mas I right when 1 said that tho ^Ij 
provision under your plan which you nrem’bmg 
for the possibilitr of eonrerslon of notes and 
rupee hoards is tne gold which, you hope to set 
hj restricting the issue of notes against gold of 
100 per cent cover t~\o My proposal is that in 
any event the Government of India should eelt 
enough silver to bring up the existing reserve m 
the paper currenev department to the nnniinnni 
requirements under the new scheme 

1281J You suggested that the method employed 
bv Germany of selling gradually, and the pro 
po«al put forward by the official wilpessea of 
selling silver graduaiiv is not a good one and 
that it ought to he sold loimediatelv Poes not 
that depend upon the capacity of the world for 
the absorption of eilver 1— Uudouhtedlr, and One 
of the reasons why 1 propose the ecbecne wfejoh 
I aetuatlj do is that the quantity of silver to 
be sold would therefore be cut down and (he 
possibility of rapid ?ale would therefore be in 
creased 

1S518 But supposing that silver were to c*fue 
in in large quantities in substitution for gold 
how would you proceed! Let us suppose there 
are (00 eiore of silver rupees cuciMug iti and that 
gold IS tleraaoded in exchan''e Sot >t Obviously 
unless you contract a loan vou h&ve to tell ynur 
silver The question is can you sell 100 crore of 
rupees of silver remembering that the total an 
nini consumption oi silver at the present moment 
IS in the nerghbirurhood ot SiO million oopees. 
nr which the price remains stable If you add 
to that eomething tike to per cent can you hope 
to sell thvt Sliver f— You cannot hope to sell it 
without depressing the price of sthrr and losing 

12S10 And if you do depress the price of silver 
what reactions will that hate on siiter using 
countries such as China and the East generally 1 
Mould that not seriously disturb their price level 
— raising prices there and impeding (be trade 
of India with iho*e countries! — TH-jt dcoeuds 
on how {he thing would work out If we take the 
case of China I should ss' thvt if the world 
price t)l silver Jell < bincse prices would r>oi 
necessarily alter if tie ral« of exchange between 
China find g Id using countries ndju<ls itself 
to the lower value of »\Uer 


lS8f You do not think tberefore that this 
afljustraent will cauw* a dislurl ince in trodef — 
Lvpry consideralle drop in the lalne of the 
prerious metals in terms of the other metal for 
the time being of course ciuses a certain amount 
of difficulty I would not dispute that for a 
moment but I doubt whether it would be as 
serious ft (actor m internationnl trade as perhaps 
ihe imh centurs ihougtit 

1^‘^t‘l bot even for Iruha which trades largelv 
with silier using countnesl— 1 ihinV it depends 
entirely on how rapidU prices snd exibvnge le- 
tween silver Using countries and gold using 
countries would adjust themselies to the new 
position of silver 

12818 Can you ignore the effect upon the 
pxin^ of India in lie form of silver which 
owe been variously estimated but which I tie- 
I eve \Tt sornelhing in the neigWiOurhood ol COO 
rrore of silver nr possillv morel Do you not 
iiiink u would nave a detejmentsf effert opoo the 


internal e«>noTn% of Ind a if ,ts chief ate 
“•sllh IS heavily depreciated t—Iu «o far t 


Indian hoarding Ims taken the form merelj of the 
hoarding of silier ornaments, bangles and so 
on, no laiinediale ilain,er to tie Government of 
India will an«e The danger lo Ibe Government 
B Diply arises from the presentation of the actual 
rupee com, and not of siher I would agree 
that a very serious fall in the world value of 
Sliver would, of course inflict severe loss upon 
the Wider* of silver on a large scale That is 
»h\ I desire to do everything I can not to throw 
gre-vt oia8sci of silver out of circulation in India 
14850 (Str I (sinald M<tnl ) lu vour estimate of 
Ihe future gold requirements of the World you 
have pointed out that currency conditions to-day 
have completely altered, and that there is little 
gold now to Circulation. Do yon anticipate that 
(hat trifi be a permanent feature of the future 
currency of the world!— kes 1 sec no reason to 
suppo«« that gold is really more convenient as 
a means of circulation than paper money which 
vs couveTtiUe into gold In fact I do not believe 
that (he populflfions of lountijcs Iite Enolanil 
and the Uoited States will go back to the use 
of (be gold coin. 


JIS"! IVhav about the countries on the Con 
(inent of Europe f— Some of those countries at 
any rate even in pre war days although thev 
had the opportUDitv of acquiring gold com on 
demand did not in fact use it The most 
sinking case of course, is Austria where the 
Austrian National Bank tried in fact to put gold 
cuio into rircnlation and found that people 
preferred Auitro-Huogarian bank notea 
14822 Do you think they wdl not use gold 
(erause they have found that paper is a more 
economical and convenient form of currencyY— 
I do not know whether, from the standpoint of 
(he average user of currency the queatioa of 
economy would enter into it I thiolr it le cer 
(amty more convenient that it to say, the 
ordinary person finds he is not as likely to lose 
a pocket look containing Treoaury notes as he 
V* to lose indmdual sovereigns, and also he can 
carry a larger quanlitr m a smaller bulk. 

14923 But the policy of the Governments would 
be guided by considerations of economy would 
It not!— Jf you ask me on (he question n{ 
economy then I ibink from the national stand 
I»int there is no economv in this sense— -that if 
the total paper currency were backed to ICO per 
cent by gold that particular tvpe of currency 
would be more npensive than an ordinary gold 
eurrenev because you would h-ive to keep the 
gold com in case your notes were presented for 
rOBwreion and you would have all the expense 
of the iMnagemeot of the paper currency as well 
If you have a paper currency vr,|h only a pari 
veserve that is mors teoncmieal than a gold 
currency with no paper at all 
1»H“4 Dov* any country ^voiU paper currency 
\T\^ i' >n circulation 

m the United States a particular form of note 
koc^ as the Gold Certificate and that is (ullv 
backed by gold 

l'>3®u That IS part of the currency!— Yes, 

I2S39 But not the whole of the paper currency t 
. ® , j®" BfSerre Note which 

H Ucked to about 6« per cent by gold and you 

not oovered by gold at all 
ISfOT kad the European currencies!— I do not 
rtiB^oywhere on (he Continent you have a gol I 
certificate ibev jimpjv could not afford it 
12329 And they are not likely i<j have a paper 
eurrency fuli i-ackel by goldt-I should say it is 
most unlikely ^ 

^onsKlerationa of economy do 
Md will come mt Certamlv Mlicn you liked 
mo OTigvnaWy about economy 1 was looking lit it 


140 


MINUTES or EVIDCVCE 


19 March 102G1 


I rof<~eor T I QftEoonv- 


[tontiinied 


tfiB absolute figurM of the currcnt-y but tfwt 
tortion of the uirrti c> vshuli la actually used 
as such within n gi\en iienoii of time you do 
reduce the nuantitj of other currency that jou 
trant that is to aay, if the clemanJa of trade 
and population in India are met hy turreuc} 
which is now hoarded and playing no part id the 
actual transfer of goods and service# coming nut 
and pliynig a part the retunrement of gold 
would he «/>*» fada diminished 
12343 Hut if gold is reriuired to take the place 
of that currenev to enable it to tome out, how 
does that redme jour reijuircments of gold! — 1 
do not believe that gold muld be required to 
bring the currency out 

12319 Ulist do jou think would happen to the 
hoards! Vihat would th« Violders of them ^>ut in 
instead of sdiei 1—1 would suggest that if you 
Were strictly to limit the new currency lesucd 
by the Oovernnent of India itself you could 
aqueess the hoards a little hit People would in 
fact fail back on the hoards if they could not 
get eurrenej elsewhere 

tssatt Vou mean the sire of the boards would 
be reduced t—Certainlj 

12851 Hy forcing up the value of the rupee!— 
Certainly 

12952 And Bill er lowering pneet or foremg up 
eecbangel— If you forced up exchange you would 
have lome gold coming in of course 
12853 If you contract the curren y to the extent 
that you force u out <1 hoards you rauit surely 
either lower tlic prices and force up exchange 
or bring in gold to raise the current to tbe 
level required to keep prices stablel— Certainly 
I have never denied that my scheme lovolvee the 
possibility of prices falling in India enough 
either to bring the currency out of boards or to 
attract gold lu fait that is the essence of mj 
scVieme 

I28a4 IVhnt I am trying to get Ut is how the 
existence of these hoards and tbe forcing of 
eilvcT out of ho-irds would m any way reduce 
the requirements of gold because If you put a 
scarcity value on the present currency you must 
either force up exchange or let gold come in to 
restore tbe voluoie of the currency t — May I put 
It in this Way Supposing you keep the existing 
volume of ffotes plus silver rupees fixed there 
IS then ID 001 sequence of the nonnal growth 
of population and trade in India an increased 
demand for currency If there are no silver 
rupees in hoards at all exchange will rise to 
gold import point Told will be preseated to tbe 
Mints and SO rupee gold pieces will be in circu 
lation That is one alternative Tbe other 
alternative is that the quantity of ulver in 
hoards va very much larger than I anticipated 
In that case since the population is actually 
demanding a larger quantity of media ofi 
exchange m the shape of coin under SO rupees 
(because the mass of payments is under 20 rupees) 
that will bring silver out of hoards 
12855 Itithoul replacement t—W»tWoV replace 
meat and the increase in the total effective eircn 
lation as distinct from the total volume of rupees 
ID existence will by satisfying the Indian demand 
for currency reduce tbe total quanlity of gold 
imported during tbe earns period of time 

12955 Tfby do you Bay that the rupees would 
come out without replacement! — Suppose 1 have 
a hoard of a lakh of rupees — 100 000 rupees— and 
other people want smalt change and want tlmse 
rupees Two ild not give them those ropees onS 
of my hoard without putting scunethiog in in 
thevT placet — Of course vt does not work quite 
in that way 

12857 I want to reduce it to the simplest terms 
in order to follow out your argument f— I AoaM 
be inclined to argue that if there Was a shortage 


of currency jn fniiia some prices wouW fall, 
including the prices of certain goods nml the 
prices of certain services and (hot under those 
ctrcumatanccs it might pay individuals better, 
who possess a store of rupees, temporarily to 
withhold the sale of Uieir goods and insUad put 
into circulation some of tbeir hoarded Notea 
After all if the prices of certain things in India 
do fall, that is equivalent to saying that silver 
rupeca have a higher purchasing power 
128SS Then «e come back to the some point do 
wonotf— 1/ you contract your corygDe^ anti force 
down prices you will either force up exchange or 
force jfnports of gold!— I am not in the least 
denying that you might not have both events 
taking place at the same lime You might have 
a sti^t fall of Indian prices silver coming out 
of hoards and at the same time a margin of gold 
being imported I do not exclude that, hut I 
would say that tbe degree to wb>cb tbe new supply 
of media of circulation is composed of gold or 
of silver denends partly upon how much Silver 
there is in hoards and how much of the hoards 
would come out. 

12S69 I will not trouble you further on that 
point In paragni h p you contemplate 1 under 
stand selling off tne whole of the surplus rupees 
in the currency reserve after providiog for the 
retirement of the small NotesJ— Not entirely J 
make the juggrsdoni either in that paragraph or 
in the previous one, that a certain quantity of 
Sliver would always have to be maintained by 
the Currency Department and that only tlie 
difference between tbe silver required to replan 
small Notes and the silver required permanently 
—say SO CTores of rupees— should be sold I say 
60 crores within the next five years I have 
allowed 20 crores for the small Notes plus another 
20 crores for conversion purposes for the higher 
denomination of Notes 

12860 You allow 20 crores for that!— J allow 
SO altogether from the oo which would not hare 
to be sold 

12601 It was suggested by some witnesses that 
20 crores was too small a figure, but I will not 
trouble Tou with that point!— I should be very 
glad to near that it was I am very anxious to 
avoid upsetting the Silver market 
12302 (Sir i?fpin<ifrf J/ni I ) It has been 
suggested that we ought to keep a minimum of 
40 crores 

12803 (dtr Purlhotamdai rkahurrfni ) In the 
latter part of paragraph 1 of your inemor 
aodum you give three reasont why you recom 
mend a gold standard for India The first of 
these has been called a sentimental reason I do 
not know whether that has for its basis the fart 
that as gold standard would meet the wishes of 
tbe people of India it would inspire greater 
confidence on their part in the currency system 
of the Government of India!— I based my opinion 
partly on the fact that such Indian literature 
as 1 have read on this question has constantly 
barked hack to the Yowler Committee and its 
recommendations for a gold standard, partly 
upon press cuttings of the Indian evidence given 
before this present Commission m India itself 
and partly upon what I have regarded as a fairly 
notorious fact namely, that in fact Indian puhlie 
opinion did demand the gold standard I am 
not ui a position to say that Indian publia 
sentiment does demand the gold standard but 
1 take it as a fact 

12864 You recommend compliance with ii 
because that compliance would inspire greater 
confidence on the part of tbe people in the 
currency system of India!— I Jo not know that 
in fact confidence m a currency is realty de- 
pendent jn the long run on the form which that 
carrency takes but rather upon the stability in 
its valae I should not myself argue that on« 
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ought to tntroduce the gold standard betatise in 
the long run Indian public opinion would have 
greater coshdence JS it than it irould hare to the 
gold exchange standard. I would argue the <rase 
On the gTound that Indian public opinion does 
in fact want, and that as far as one can tee no 
very great nangers would arise anywhere frwn 
(he introduction of the gold standard 

12565 Ion attach so much importance to com 
pliance with the wishes ol the people in this 
matter that, irrespective of the reason behind it, 
if It did aot do any harm you would fall lo with 
their wisl^J — ies, I think I would 

12566 It has been pointed out that after (he 
war people in Europe and in America hare not 
been demanding gold corrcnry iJJ the countrifa 
which have been named, such as America and 
England did have gold currency for decades 
before the war, when gold currency was within 
the reach of those countries, and it is only be- 
cause some of these countries cannot afford a 
gold currency that t^y are compelled to go with 
out gold currency in circulation and trust a 
paper currency ^cked by gold 1 — It would be 
ver) difficult to say what would hare happened 
to the paper currency esperimenls of the war 
and the decline m the demand for gold in circu 
lation which has followed those psper curren^ 
experiments tf the world had aot bad » gold 
standard with gold in cirealation in prt war 
years. The extent to which gold was actwalh lo 
circulation in diBersnt countries rarved xerv 
considerably, eren in pre-war tunes. 

12807 The extent to which it varied «as after 
the people had 8ati«fied (hemselres that gold was 
arailahle whenever they demanded it and they 
thecefore pretested the more eonreoient lorm ol 
currency, namely paper currency 1— The one in^ 
ceeded the other The. paper currency of ^ 
present dav did historically follow th^ar«r gold 
circulations of the 19lh century vvhetber the 
confidence in the present paper curreacy is la any 
way due to the fact that gold PtwousW «t«« 
lated 1 would not like to wy After all eueh 
conSdcnce as there is in. the present paper cur 
rencies is mainly dependent on tb« <iae«tion ol 
their proper management. Tou can get people 
to behere m any sort of currency provided yon 
keep the valne of the currency up in ih* 

1“'*9 Countries which can afford gold corr^cv 
h-ive taken to gold currency after the 
as South Africa I-I believe that 
nffoid any currency »t likes provided it faces 
(he costs fairly and sijuarely 
12S69 The que«tion of facing the cost is om 
absolutely for the people of a country ««» deci^ 
is It notl-bea If lb»v Ivke they can bj” “ 
economical currency which is V.v -l 

prefer some other form ol stable cuireno 1 tlu^ 
they ought to be allowed to hare which 
thev like provided it does not in fact upset the 
■ odd as a wbola 

los-a 1 take It, then that you are absolutely 
against tbe C.ovrrnmeut of any 
on the people a form of currency on the wr* 
grounil that it is wore ecoromic^T- 
of course is ratfter a tCrang word J ahouM ^ 
inclined to sav that economy in n currener is nrt 
thronlv aspect of the currency which ought to 
bo considered 

i»S-l Therefor* if anything was done on the 
tons.deration of economy alone you *«>^d ^ 
approve of Itt-Jt IS so difficult to 

nou?d^VyV-.lw£:‘uUT 

lion of a particular currency 


128 2 lou would not look upon economy as one 
of the important factors in deciding the 
qaestion / — it oil depends upon Che quantitative 
result of one s investigation If (he economy was 
very large on tbe one hand and the advantages 
in other respects were verv small on (be ot&r 
hand then of course I should consider economy 
One has to weigh the thing md not overstre<s 
any one single factor 

1*373. 1 thought Dr Greeory vou wid that 
from that point of view vou would Invc il o|<vn 
lo the people demanding gold curreact to decide 
whether thev were prepared to bear the cost! — 
Certainly If I were arguing vhvs raatler out 
in a eort of general way as a politician which 
1 am not doing I should point out to the people 
(hit of cour% in the long run it was desirable 
that they should have the curreniv they wanted 
but incidentally if the; wanted one particular 
form of currency rather than another teat choice 
would involre a certain burden on them which 
ibey could avoid if they chose some other form 
of currency 

ITS'-I Ion would point that out and leave it 
to them to decide t— I would point that out and 
leave it to ibem to decide 

1*8 1. bar* had mentioned this momiug 
the disturbxnee in Germany after they took to 
gold currency in IS'S and tbercafter May I ask 
if Germany imported gold on private account for 
inrfuttriai purposes on ft scale similar to the 
scale ID India I— I ran let the CommiMinn Iiave 
tbe figures. 1 am sorry I do not carry them in 
ny fflind The esperience of Germanv to which 
I wanted to point was (bat the German Currency 
Reform of ISM “3 was built up on the assumption 
tbit tbe proper way to get to a geld standard 
was to take large quantities of silver ont of cireu 
latiOD and replace them by gold As a matter 
of fact 1 believe in the earlv stages of the Reform 
the gold introduced was mainly acquired by the 
German Government itself and tbe d^ger I 
wanted (o point to was (hat (he German Govern 
merit started «Uiflg silver on a large scale lonttd 
the world pricf of silver was falling and die 
rovered also that the whole of the silver market 
was upset so that m 18*9 they finallv decided 
not to witbdrsw any further silver com in iircn 
tation and not t(i sell the reinamiog stocks of bar 
silver which they possessed 

1*9 0 lam afraid I did not make myself clear 
I wanted to ask whether Germany imported large 
quantities of gold for industrial purposes and 
for noo-eurrency purpose* before they look to 
gold standard and gold currency f— Forindu*tri«l 
and non-currency purposcsl 1 have not pot the 
figures in mv mind I think there w*a a tertain 
importation of gold on ludastrial account hut 
how large it wa* I really do not know 

1*9^ I was oidy wondering whether you could 
tcH me roughly whether it was on the wuae scale 
as India! — I nm afraid 1 could not. 1 eould 
easily let the Couunmion have the figures* 

1*S^ I want Howto ask yeuafewquestionswith 

reference to paragraph S (6) on which tbe Chair 
man examined voU. Have the large amoonii of 
private imports ot gold into India duTicg the 
list two years actuollv disturbed any gold centre, 
either England or America 1 — No IVhat I feel 
about the situation in London to go back to that 
point It that lo long as the Rritish sterling 
prices are not in equilibrium with American and 
SwediA and Dutch prices, as tbev tertamly were 
not in the earlv part of jnss it do** not matter 
how large vour reserve is because your lesewe 
will always be dissipated m the course of titne 
until prices are m eqailibriont ConseqoeoUy I 


inted to make a dutinction betwi 
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of gol<j resuhiiig from a rforgAniution »l*ewh<>r« 
An<i A (IrAin of golil rrAulting from n lacV of 
t|uilibrium If thr Indian d'‘mani| for gcdtl in 
the last few jeara had not ne large «» it 
actually uea, »o long ne I ngliili iirirts were not 
real!) in eiuilibrium with 1 rieo« elfwhere the 
nl Kolute iir-e of the rrtene might haie gone u|> 
somewlat, but j-oii would Laie lost rather more 
than >ou did iov nrtually 
i2'}'5 During the Jait ^ear the Indian demand 
for gold on private nei-niitit hai leen much greater 
than it haa ever Ix-en in the last 45 yeara In 
that year it vraa TO vrores and in the following 
year it ran very vtua^ la that figure Have the*e 
large imports of gold into India diitnrbel t|e 
money market here or in Amerioa f— I think (hat 
IS a controversial point 

t wanted to avk whether you <fo or do 
not know if thrse large imports of gold hare dis 
turbed the money market here or in Amerirat— I 
do not know 

IS^M No suggestion has been made either Ir 
vou or Iv any other witncM who has appeared 
lefore the Commission that importi of gold Into 
India on private arcounl— that is for industrial 
and other purposes— shoiihl be In any way ebeeked 
nr contmllel If you are really to eonsider the 
interests of the countries holding gold and from 
which India rani have to draw gold for her 
currency piirnos a may it not l« urged that 
import of gold into India on irieate accoont 
thmild !■« controlled in order that the Rnaneiat 
eonditioos of these countries may not be die 
turbed Have you any views on ihatf— 1 do not 
think It could l« done \ery easily, to legtn with, 
and m the second place I do tot think anvhodr 
will nrgiie that in three or four yean the world 
supply of gold will lie lOSufTcient. It is when 
you get to almiit 1010 that we shall realiv have 
to worry 

issat llegnrding the point to which you refer 
in the last reason which you give in parsgraph 
1, I should have thought there were two schools 
in existence amongst experts one holding that 
the supply of gold is so ^nli that it is n dsnger 
to the world and the other holding that the 
supply of gold IS big enough for all tbe reijuire- 
raents and uies of the world 1— That is »o Kl 
the moment Profevor Caswl for instance of 
Btockholm is the leader of those who think that 
the world supplies of gold are gradually falling 
off m rather a dangerous way, and writers like 
Mr Keynes are on the other hand of the opinion 
that whatever happens the value of gold it likelv 
to fall 

1SS93 I mar tell you that 1 do not propose to 
put any nuestion in that connection XVhere 
experts differ I feel myself rather incompetent 
to ask questions at this stage I therefore restrict 
myself in my questions to you to the prohlem 
which fares India India import) large quantities 
of gold on private account No one has suggested 
interference with it lou yourself do not think 
it desiratle and you said just now that you did 
not think it would be easy The onlr question 
then IS whnt are the reqairements of gold for 
currency purpeaes in India! — Regarding that 
part It has been said that if the Government nf 
India introduced gold currenev rupees and notes 
may be tendered for conversion into gold eoin 
lou pointed out that the people would want 
some currency for their daily purposes Whilst it 
18 a possibility that every piece of currency either 
silver or paper, may be tendered for conretwion 
into gold, do you think it is a possibility in 
which there is anything which should be serinuslv 
considered!—! should be inclined to say that if 
vou were absolutely certain that the hoard^ 
silver rupees were in the neighbourhood of S30 
crores and if there was a very strong probabilitv 
that as soon as convertibility is declared the 


whole of tlw* hoards would lav presented for con 
veriuR, It would not inakr any very great dif 
frrenee to my (.eneral attitude towards Ihs 
introdnction nf the golil standard, but I should 
t ostpone cnnvrrliLiliiy until by starving il>e rur 
rencT of small change, a large part of the silver 
in the tioards hvd drillird out into eirculation 
in the normal wav That is ih* differrnre it 
would make 

lou share fl** apiireheriion that, if gold 
rurrenev were made arailatle, paper and silver 
currency may !»• offered for (ainvcrsion into gold 
coin 1—1 have to tale llie questions whuh mem 
hereof the Commitsion asked end consider them 
I Mieve that if you restrict ilher forms of cut 
tency sufficieiiflv, the loiintry canrut lose its 
gold eiriulation internally or externally, but, of 
course the price which it hu (o pay for retain 
ing the grild in cireulation mae be a fall in 
(vrires 

Itau. Cold lias iieen available to the people of 
India freely during the last two years or |>ra^ 
(■(ally ever since I ifl !— Ily Government 
life's). No ly I rivale imixitt TIev i sv 
Iieen able to liiy it freely and to get it at much 
iheaprr trices than they Bsed to get it Iwfore 
the war Therefore the requirements of the 
pet pie of India for gold have Wn, may one 
safely say futfdled from year to year I Go yni 
api rchend any rea.son for peojde rushing for gold 
if ih» (iovernment put up a gold roiDl— Vo, I do 
n>i apprehend it i think it is a poasibility, but 
whether it is a probability it anotler natter 
I2S-47 In the course of your earlier examination 
I understoovl you to »av that tbe ideal syttrai 
of currency for any country is gold in the Treas- 
ury and paper in circulation 1—1 do not think I 
did actually sav that, but in fact I do lelievr 
that that (s tbe lest form of currency 

That would be the ideal which you would 
like India to reach t—^rv 1 think I would not 
like very large quanlitiei of com actuallv to cir 
culate, but I do think that gold notes ought to 
circulate, and that all forms of tnrrmey should 
he convertible into gold. 

I5SS9 UouW you attach any importance to n 
suggestion which has been made l<!ore the Cora 
mission tlmt ths giving to India of a gold 
standard and gold currency mav finallv lead her 
to the ideal of gold in the Treasury and paper 
m circulation I— All these questions involve 
certain presumptions in regard to the pwchologv 
of the average Indian, which I am not m a 
position to give an opinion iq on. I do not 
know under the form which the gold currency is 
to tale in the propcoed scheme where vou have 
10 fact freely convertible paj er gold Noles- 
|v<i90 T am sorry 1 did not make my question 
clear 1 do not expect you to rcstrin yourself 
at all to that scheme I was wondering whether 
you were in a position to give an opinion from 
your itudv of Indian questions. I know you 
have not been to India and that you may not 
know the psvchology of the Indian m which 
case 1 should have nothing more to ask yon!—! 
■imply base my general answer on general con 
sitlerations I regard tbe idea that a country ran 
carry on without any currenev at all, because 
everybody is so anxious to convert the currenev 
it has got in hoards as ahsolutetr impossible 
14691 ITe know examples of other countries 
having gold currency in the past going without 
It now and using paper currency!— There u a 
good deal to be said for the argument that If vou 
give people what they want they very often do 
not want it afterwards. 

12892 Ilegarding gold m hoard coming out in 
the case of a bad monsoon have vou heard that 
^fore ItWO when there were severe famines is 
India silver ornaments were actually sold ir 
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12010 Then a« to one iiiioition put l>y Sir 
Purshotnmilns Ttinkurdas nboiil a iiermanrat 
rntio Tlie word ‘ permanent ’’ would mean, to 
far ni the word i* u*ed by the ComnMttee, to 
lonR ns the mam factors affettinp the exchnnivc re 
main constant 1— Yes. 

12011 (1/r rreilon ) In paraRraph It, >o« 
luahc the statement The present rupee 
etock, including those in the eiirrenej reaerse is 
only nliout 12 per capita I suggest that this is 
not an amount which provided that the total 
IS not increased during the transition perioti 
could possibly impcTil the transition to the gold 
standard ” e ha\e it in eMdence that the work 
ing minimum which I think you haie accepted 
this morning should l<e round alnut 40 rroree of 
rupees T—Tn the paper currency reserve yea 

I2ni2 Our present holding in the p*l*v cur 
renci rescrio is nhnut 82 crores If we deduct 
40 crores we gel crorca left We have it in 
evidence (hat the annual ahsorptmn of com for 
(he country is nine crores I — I take that 
12013 Then the balance not cnmirig am fur 
iher rupees would larely giie us five lenra’ 
working! Quite so 

12*)U Irom that point of siew, this would 
rtwose tlio whole ol that 62 crores out ol all 
rnleulationsof what I might call the silicr selliiiR 
logej 1—1 agree I do not think a u ebtoluult/ 
necessary to sell any silver at all I was merely 
Irting to meet the ease in the proposed sclieme 
If It really is the ease as has also l>een argued, 
that no si^sr would come out of the hoards the 
aliaorptfon out of the paper curreaci resene 
would \<t tl« mote rapid t quite agree there 
18016 Will you remote from sour nund for a 
moment the proposed scheme It was made evi 
dent to sou that (he general ueighl of opinion 
in India was foi a gold standard, Imt that that 
general weight whilst it railed for a gold 
standard equally recognised ih« fact that to 
attempt to demand the lOn million sterling of 
gold ralleil for under that pritgraiume would 
bn to the detriment of India m every way 
That general npinicm also was fully prepared 
to wait for a gradual accumulation of gold 
for the purpose of leading up to an nllimale 
gold currency, should it he needed Accepting 
that as a fact would that go to strengthen your 
statement in paragraph 1 'Taking a world 
\ lew 1 cannot regard a demand for nn 
extra £100 millions of gold on the part of India 
ns likely to imperil tho general stnhilitv of world 
credit in any wni "l-^ertninly 1 (bink the 
only cause whv one should hesitate in accepting 
the proposed schemo or any other scheme, is (h* 
dram which it might he anticipated would be 
caused on worll supplies of gold and the nbork 
which It might give to the world market for 
Sliver 

12016 Does that lery anjiety on the part of 
India not to disturb or in any way to menace 
matters in home markets or prices to her own 
detriment equally strengthen as applied to India 


(ha statement which you make in paragraph 
6 to the effert that The intrrKliictioii 
of tho fold atandard does pot logically or prftc- 
ttcflllv intolre the immediate eircutation nf large 
quantities of gold Mliat it does iniotie is (he 
rstensmn of the ii»e of gold in the future”!- 
kea. ! trird to point In the fact that ! I>e|irvr 
lie proposed sclieme ts 1 iiilt up nn old fashioned 
aaaamptions. nmt that the isih rcntiirr ideal 
method of introducing the gold standard is one 
whcch ought not to he adopted now , 

12317 Mould It l>e a rnrrerl nssumpimn to make 
that a gold standnril as a arslrm is murh leas 
amenahle (o mismanagement than any other 
•Tstrmi— kes I think il is desirnhle to admit 
Inat in the moifern world eien the gold standard 
conlains nn riemrnt of management Vrniise there 
are alwait non gold eirments m the rurrenev 
hut a fall jn (he exchange and an export t f gold 
IS 1 think, the I'cst test that the riirrenc} is 
Iwing mismanaged at a giien moment of time 
12313 Then mar we lake it as a general assiimp 
lion aa applienhl* to India that a gold standard 
IS A safer standard to applv at the present time 
in spite of the merits nf ana seienliricnlU 
managed currenrvl— I prefer the gold standard 
to other forms of eiirrenry, iindoultedly 

1831TI {Chiirmnn) M ilh referrnre lo jiiiir 
suggestion lhal the pinch for riirrenrT will hrinc 
boarded rupees out of their hoarils It was giien 
to us in evidence that a arrj large proportion 
of siller hoards are held ly the quite small 
euUivator and poorer chases who in a year nf 
l«om and good monsoon put aside a little 
reserve m view of the possibility of n bid mnn 
soon lo com« hut m view of the eglreme saria 
lions due to the aeridents of the monsoon and 
the aery small margin alsive the itanation level 
of a large proportion of the Indian cultivators, 
tt IS really a matter nf life and death lo the 
small Indian family to have thia small reserve 
in a good sear as against a had aenr If that 
he so do joii think a mere rurrenev scarcity and 
slight fall in prices would l>e adequate lo eflect 
a change in such a vital hahit in the uncdiiented 
Indian, and induce him to stop keeping hiS 
reserve and make him spend his monc} on articlrs 
which look cheap! — I do not suggrst for a 
momcot that it would result in an immediate 
dissipation of tho whole nf the hoards I suggest 
if there waa a real pressure m the shape of 
restrirlion of ctiTTCncT some of the hoards would 
come out May T say that I do not build my 
case for the restriction of cucrenev on the poasi 
Idily (hat Bilrer mii.ht come out of hoards! T 
want currency to he restrictrd because T want 
cither Sliver to coinc out of hoards so as to 
prevent it from being pTcsenled for conversion 
into gold when the gold sfandard j« introduced 
or, alternatixelv, that gold should he allowed to 
come in nod that it should not be impeded from 
coming in by large additional supplies of rupees 
(803(1 {C^irmnv ) Thank you aery much 
indeed for voiir full assistance this morning and 
for jonr helpful memorandum. 


(We wi(nw( vilhlrttp) 
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Air JoD'f Matxard Krt^s, CB, oUed snd eistnmed 
129J1 (CAoirinnii ) ^oo liare Wn Rood rnou^i tbe world 4 cold rrsrrrrs and need liare no material 
1o romo and help ns on l)i« subject of our eiwiuiry effect on prices or on the suppir of credits I 

tins Tuornins ^ou are a Yellow and Burser of emphasise the word that it nerd not because I 

Kin^s College, Cambridge, Editor ot ibe Economic qoite agree that it nugbt It would depend upon 
Journal, and SecrebiTp of the Bojal Etonomio tbe policy pursued I mean that I see no reason 

Socutr, and jou were a member of the diamberlaio whp a poliC7 should not be adopted whicli would 

Oamninion in 191^19141— ^es prerent a gradual withdrawal of that amount of gold 

12 923 You hare been good enough to let ua bare from baring an; sensible effect Gold is now not 
a short memorandutu* of the principal headings of used in circulation to an^ extent worth nuntioning 
;oiir endeuco Wliat is Jour opinion os regards anywhere The nmocnts of the gold reseriea of tbe 


the relative advantages of a gold currency etandard 
and A gold exchange tlandardf— I am aware of none 
except the political edranUge of placetiog Indian 
apinion I have aeen arguments as to the Ukelibeod 
of a gold cnrivRcy bringing gold out of boerds It 
IS the only eolid argument I have seen la favour 
of a gold currenry It is difficult to espress an 
opinion on that, bot I aee no reason to accept it 
A gold eurreni? might qnite possibly hare tbe 
Oppomte effect in Giat geld would be a little easier 
to obtain than otherwise 

13,033 By proriding more gold you might en 
VQiirage tlie tendency to board?— You would increase 
the facilitr for obtaining gold in small <|uaatit>es 

13 934 ts A matter of fart, at present there are 
no difficultiee in obtamiag metallic gold for 
ornaments, etc’— I am not well informed ae to tbe 
size of the units in which gold can he coarenieodT 
purchased T wns under this impression that a geld 
carrenev might slighlJj- facilitsfc tbe obtaining of 
gold 111 Tiry small quantities 

12 935 By iDcrcising the facilities for obtaining 
the smallest pos.iblo unit in the shape of gold coin? 
— ^es 

13 930 The smaller the gold coin the greater that 
opportunity?— Yes 

13U27 AMint nre tie possible disadvantages of t 
gold currency svstem tiicli as is projMsed in the 
nieniornndum which iiM been subimtted to yon for 
Aour considirntion* — I hold strongly that if there 
are no great disadvantages and if the matter is one 
relatirelv of indifftrence, then it is better to placate 
Indian ojiinion by ronrcding wliat js desired even 
though one may lliink oneself that Indian opiaion is 
misguided It is not so much a question of deciding 
what 18 ideally best, in my opinion, as in )ndg<ag 
whether there are grave disadvantages in the pro- 
posoil scheme Tlie measure of these posnble dis- 
advantages seems to me to depend first of all vpon 
file effect on the international valoe of gold, 
secondir, the effect on the London market, thirdly, 
the effect on the international poeifjon of sdrer, 
and fourthly the financial cost to India 

13 92® Take these in order — first of all the effect 
on the international rnlue of gold — I do not lay 
great streo on that Tbe figure of £103 000 000 baa 
l>een suggested I think that could be spared from 


world are arbitrary wttbin wide limits There is not 
much reason wliv they should be tha prnent fieura 
rather (ban another figure IVe could aupport a 
Durli higher prico level with tha existing reaerrii 
and eqoaUy ae could also hsra a much Xorcr price 
level without m-iteTiBlIr affecting them Tlie price 
level depends not on tbe quantity of ftold in tha 
world but on the policy of the central basks aa 
regards their reserre proportions 
13 939 Tbe policy by which the disturbing effects 
nigbt be avoided would be the policv of the central 
ianis of the world?— Yea 
13930 And It >( they who might is your opinion, 
aroid the disturbing effects by reduciog their 
reserves —ft seems to me Ibst it might easily be 
«fone iKraQse Cdir sum ix nut virry- iVrgit sprvinf owt- 
tomo time in relation to the nonual movements of 
gold 

IS 931 You said that in your opinioo £103 000 000 
could be spared from the gold reserves Where 
would it come from, in the first place?— It woull 
probably come first of alt out of the current pro- 
duction ot gold There is a production of guld at 
present in excess of the non-currency demaud.i so 
that in tho abvenca ot a scheme ot this sort I should 
expect the bank Feverres cf the world to be on tbe 
increase so that part of these requirements could 
be proriderl merely hr avoiding an increase in the 
gold reserves in tbe banks It is suggesteil in the 
memomndura this would ho spread orer ten years 
IF it is spread fairly erenly over the ten years 1 
slioiill not he surprised if tbe whole amount could 
he provided in that way If the earlier years took 
more than their quota from tho £103 000 000 it 
might be oeveasnry to have some reduction in the 
reserves but It would bo nothing worth mentioning 
in nslatian to tbe aggregate of those reserves 
13,933 Is the general question of tho future of 
tbe worMs gold supple a matter on which you feel 
able to lusist ns? — Do yon mean tbe future pro- 
dnctioo of tbe mines? 

13^133. Tbe relation between the world supply and 
demand tor gold in the foreseeable futnrp — I lake 
a heterodox new of this I think it is a matter 
devoid of imporisnce, because 1 think the world s 
demael for gold la jnst whatever tho wor) I clooa-s 
Tha worlts demand for gni I is not a fixed demand 
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SnppomnK tli» X.>iit<<l StaUt Ft-Orfa^ Rx^rra Dank 
<l<>culr<l to work to a normal ixrrrtitan* of fO per 
<'< nt , jou hat i> oiio iloni'tnil, nn 1 »it) luwin,; It vork* 
lo a normal {wmntajoof CO (or rent. jt»» bar^ 
atiiillior tlpitiaml ami kiiDiUrlr in the caw of the 
Rank of > nglaml or the Ri ic-hshank, or it o 11 ink if 
Franrt. I ran not roncciTc I ut that tho<<t t ankt «t1) 
in fatt oror p> riivU of time, a 1;»«l th> tr { r< iMirtnna 
to nhatrrpr Ibo gupp)y in ‘So that I il» not trcaM 
Hontand aa anfUiinc vhirh rxiita in l<>i>eni). nil)' of 
tho «u|>|i1t but at uinolhin^ wtiuli >* »o artificial 
that it will ndjoal it«If or ran aJju<l it«clf >1 akill 
u oicniitrtl whalotrr llio xiitlr turn* out to W 
IS JIarr you not opinion nijnnt iho ntkrr aido 
dI ths book, — the qucation el «ip|l)t— 1 do not 
think HIT opinion is worth iniiih on that 

12 ‘1-1,5 That u not a matter which foa Karo cone 
intof — I knew no more than is rommon knowbilce 
12 D3a Turning hark lor one tnomrnt lo Ibo 
detnand and tl » uneation nl tl o Tnitoil State* tn 
J-oiir opinion is it a prartirallo pniirj whtrli can Lo 
toreeorn in the for«»-eah1e (uliire that ths roniral 
banka of Furope should )>e alto to make aulitaotial 
redurtions in their proportion of rrserses, par> 
timlulj tikiriB into ai-cnunt tl *• c!t>'Cts of that 
tl{>oa the i^neral ronfidonre in the pmunt state of 
the worldf — I think it la enlirel; a matter of taste, 
tn our own ra*e the present ftxc«l amonnt of the 
8dueiir7 isaue of tie enrrrnre mites and the Haok 
of England to{;elher has tho efTret of torkmi; up 
and randering conulcleU owIcm h* far the greateT 
part of our ^11 U la just a matUr of taste how 
much of our {raid we ehoose to make tiarleaa. If we 
chooae to make useless £2SC<0 000 or £50,000 000 
leas in (fie ceurao of the next few )ears, we eoull 
find nenrl; all the guM rceiuirol bf fadia in eseesa 
ef the current pnaJurlion of the mines aitliout Ike 
lost haring an) rente'iuence* ahateter There it 
no rhrmc or reason Lehiod the present arraB|>eincnt 
It II a matter of taste anJ renrentiun 
12,0d7 Qhall we taj it i* a matter ef eunventien, 
liut confidenre ta amnetinra hnaed upon cenerntiftn 
and not upon reaaonf— Tea, but this would not 
rwiniTa ant such constant convention Tlv» pubtie 
take what the) are told If the fidiinart issue t* 
fixed at one figure or another public opinwii a week 
later will bo just as content with the one as with the 
other 


12,93S Then the second passible duadTantage to 
whwh yon referred ires the eOert on the JdiaJaa 
market VtiU you enlarge on that*— I tlimk there 
the question depends on the particular means by 
which India raises not so much gold, as the re- 
Bourees to pay for the gold I iiaagine it is possible 
that that might be done to a considerable extent 
by selbof sterling secoritiee out at the Indian gold 
standard or paper currency reserve, w by raising 
additional loans in London In that case if the 
sales were tairlr rapid the strain on London might, 
m my opinion, be quite severe, but no more severe 
than from any other foreign loan of an arpreriaUe 
nroouDt, no part of the proceeds of vbirh are epent 
in Great Britain I tbjjjh howerer that it woofd 
bo wrong to oppose the change on thu erenwl, or 
to let It weigh apprecahlr It is a consequenre and 
part of the risk of London’s undertaking latcr- 
nafionaJ baoting on a gold basis ff India w wot 
e the sterling securities in the cold 
" ahsolntely 


qtmwwstv w wroing ywdtey 
i" pvrt of tho reserve at 
> right lo rotopJain when 
s balance even though it 


standard and pape 
whenever the likes 
to have such secui 
aU. One’s banker 
one draws a cheqne 

inconveniencea him, and he knowi 
to ipend It stupidly 
12939 As regards tho sale of secontiw llinw 
might be an analogy between that and a draft 
open ones balance but os rcevrds the raising of 
supplementary credits, if that were nece<isarw in 
^i^on^ suppose the ^analogy for that would bo 
overdeaftf — 
9 are a different 


Certainly 1 think that r 


quiwtion About that 1 hold, not only in the case 
of lulian Liaiis but about all foreign loans, tlut 
Ihe prinriple of the ronlroUing of foreign loans ii 
4 rigf t one and one towarilv which we ahafi more 
Mo are at the moment living in a stale o( rcartion 
against ifo mnlrals of the war {>er>>(J, and at a 
time wIen financial rn-titiils is l-elicYcil to b« what- 
cvif Laiijwbcd in 19H, bat that will not last very 

long 

12*1(0 As regards thu sale of socnrilics, that may 
!»• said to Iw as lha right for Indiaf— lea 
12911 The raising of rrrdits rouM ncter he a 
matter el righV'—No Tliat matter murt be a 
mailer of agreement I think the Treasury or tha 
Dank of FnglsTid woiiH abvtlalclv jnxiiSed in 
making iIiRi'WiIiim aWt such a bisn, if it apiwareil 
likeic to embarrass the l/inJun money market 

12 912 The parties to the agreement wonll 
>>et.oliale (rem the point of Tiew of their own 
loter«tsf-Ye* 

129(1 IFouhi It bo poisibts to raise rmlitt of 
the inagniinde required directly in 1/inJan without 
neeessilT for tho conrurrenee of Sow TorkF— So far 
as 1 ran seo it would posuhlo /or In ]>a to raua 
tho vthida woinunt r«<inirs»l in tho earlier part of tho 
penuil at an* rate b» Uie sale of sterling secnnlirs 
oot of the rxiiting reserves 

12 9(( Tlisl IS iMCCOOm in the fint year, i» 
not itP— Iv It B» mnrh as that/ | ate speaking 
nibjert to torrcetitin, Wauso 1 hare not got m my 
Lead tho teisl of the iriervo 
12 9($ £)5,OCOCOO at tlie outset and fTlmOOflO 
in tlie first year er iwoF— Then 1 think perhaps 
that I* not quite eernrt. Perhaps yen could tell 
me for my guidance what the iggregato of the 
atecling aerurtlie* of the two reaerres isF It is 
£(9fWOf>0 »« the gold ytanJard reserve u not itF 
1?W8 It IS fiO crurefF— ’Tlien it would go a eery 
long wai 

1?.9<? The nfieme winch is suhmitteJ for your 
eoRsideration was £15 9(0 000 required at tho tim« 
of initiation— that is at the ontMt— and a farther 
£25 000 000 within the yearF— That is in croms or 

in lainiowt* 

129(9 That IS £5000)000 cterhng really in the 
ceume of 12 mantJis Bpes not that suggert that it 
woold l« neciwiarv to suppl.went tho sale of 
aecorities with crcdits»— Tou have got securities 
for FO CTOrcj and certeip sal.w of iilrer It looks 
io me rather a vfoso (Jiing. I agree that it would be 
inipradenl ,n all probability to take this step unless 
you did ace vour war to burrow something 
12 919 To back it "up* — 'Ihe amount of the loan 
need not be very great 
12,050 To generslise that question somewhat, do 
yen think it would be ppsuble to carry thi* police 
Ibrongh Without tho substantial tuaenrrence of the 
N" 'ork money markctF— I think it would be 
much belter to have tW conearrenee of Ihe New 
York money market, but it appears to me almost 
unthinkable that yoo would eecurw it because of the 
reasons which I come to Ister, of the effect on silver 
IdffSI Perhaps that wilf come ont more definitely 
in connection with yonr third beading?— Yes but 
1 concur m the drift of what yon are suegestiog 
namelr, that some loan would probably he required, 
and tliat london would be justified in making diffi 
eultiea if nmultaneously there were large sales of 
sterling semrities held by India. ThenSoio (he 
{Hoition of ibe Bmled States is significant ’ 

I Just before wb pass away from gold. 1 
lie lo ask you q further question How in 
»uld any unfavourable consequeneea 
react actually upon the interests of the Indian 
commnnitvfi Pupposing that your anticioalioas 
that tim dram of gold woufd be earned ont without, 
dirturbVBce were unforlupatcly not to bo realised 
a^ ~PPo«mg there were to be a distnrbmce, what 
tnenr — In Jondon® 

12915 lev, a rise in hank rate?— T ran l—iiv 

n^that the disturbance would be inous 

much rrfics on India I thjjik 


eboufd (lie (< 


Bongh to have 
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that it woald not be to the adrintage of Indio that 
we should have dear money here but it ehould not 
require any very desperate measures on oor part 
I should liaie thought it nould merely mean that a 
lertain pertontnge of our normal foreign investment 
should take this form for n period It would not 
mean lliat ue should need to do anything more 
drastic than to make foreign inrestments in this 
form instead of some oU er form 

12, flit I n ill put tl e question ratlier more clearly 
Woiili the disturb iiioe to the worlds gold marliete 
an 1 particularly in London bo a distnrbame which 
India coul 1 iidoril to neglect as having no effect 
upon Indian interests? — If the disturbance *aa 
great it woul 1 haie an effect on Indian interesta 
bat I should not anticijnte a disturbance sa/Bcientlj- 
great for it to be necessary for India to consider 
that from htr own point of view very senonsly 

I2 93j Then uitli regard to aifver, which jou 
mentioned just now, ishat in effect wonld be the 
disadvantages on the international positton of 
Sliver? — In m; opinion the possible eheet of the 
change on silvor is much more important end den 
gerous than its effect on gold Assuming that the 
scheme IS successful in getting gold into circulation, 
and that gold replaced sliver rupees in circulation 
in the paper currency reserves, the effect on the 
value of silver might be disastrous I suspect that 
tlie supply of silver from, iuims w somewhat loelattic 
—hut you will probably be receiving erpert evidence 
on that from other sources — partly because * large 
proportion I have heard the proportion of £0 | er 
cent Tnentioned— of silver is now produced as a by 
prodaet of lead and copper The demand for silver 
on a Inrge scale » mainly from India and Chine 
If India steps nut from under, China will bare to 
choose hetneon doing the Idee, or suffering a collapse 
of her silver escliaege 1 should tliinic it it not 
impossible tl at China, faced with the prospect of 
being alone in tbe world in the use of eitver on a 
large scale for currency purposes would bo forced 
to move towards gold In that case what would 
happen to the silver? If for several years India was 
meeting her own normal demand for silrer by 
melting rupees, I should not be surprised to «<« 
silver fall to half its present rate in the terms of 
gold All tho Sliver interests in the world would 
be up in arms, and, not the least important, India 
would by her own act have depreciated by perhaps 
CO per cent tlio predominent store of value cf her 
own people This forecast may bo over pessimistic, 
hut tlio figure of 21d suggested in the Oimnnosion s 
questionnaire strikes me ns very optimistic In any 
case the proposal now under consideration is 
obviously calculated to mate tho pnoe of ailver 
fall seriously As soon as that is felt will the 
Indian public thank tho politicians who have been 
clamouring for itr In short will the present public 
opinion, sneh as it is in favour of the change, be 
an cnduTing one? In my opinion India sUU ha* ■ 
great interest in the stabihtv of tbe value of silvor 
1 or the gold market as I have already esplamed, 
£103 000 000 IS no great matter but for tbe sitver 
market the sdver in the equivalent value cf rupees 
IS overwhelmiBg 

12 Old lou say flat India still hat a ransideralte 
interest iii the stability of silver lou are nefiemug 
to tbe interest in the largo amount of silver held 
aa n store of value?— Yes 

12 957 la there any other substantial interost 
which 15 present in your mind? — No 

12 953 You referred to the conoectaon between 
the price of silver and the lead and copper markets 
I wondor if you would amplify that at all, to ma)» 
it clearer to us how the two will react on one 

snolher? 1 understand that a conwideTahla ameniiti 

of silver 13 now obtained in tho course of refining 
lead and copper Though this is not the case in all 
the mines from which silver comes, it is the case m 
a great nnmber that lend and copper are their 
main products (1 ough they make their profits sonic. 


tunes out of the relatively small amount of silver 
wbick they obtain incidentally If silver was to 
fall in price heavily, it would be a matter of em 
barrassoieot to those mines, and would diminish 
their profits, and might put some of them out of 
action iJut as tho value of the silver they produce 
IS not very great os compared with tlie value of the 
lead or copper they produce, it would probably have 
to be a very severe tall in the price of silver before 
any great proportion of those mines would be | ut 
out of action It might be that the fall m the price 
of silver would be compensated for by the rise in 
the price of lead and copper 1 am cot an expert 
on this matter, but fny iiupression is that a fall 
of 20 per cont m the price of silver might diminish 
the near supply of silver surprisingly httle, so that 
in order to bring about equilibrium between demand 
and supply when the Indian demand was removed, 
a very heavy fall indaed in the price of silver 
would have to take place 
13,d59 It would ha against the market both ways? 
— It would be against the market both ways, and 
there would be a further aggravating circumstan e, 
you must remember If a policy of tins kind were 
to be announced, tl e world’s confidence in the 
future price of sJrsr would be undermined, so that 
It would become a less eligible article for a store 
of value than previously You might, therefore, 
have a great tendency to sell on the part of people 
who would otherwise be hoarding silver, wiUt the 
result that you would Dot only have tho Indian 
currency demand removed, but you wight hsve n 
considerable part of tl e demand for silver as of 
store valoe tlirooghout the world removed It might 
well happen, wlien it was seen that the price of 
silrer was doomed to fsU that there would be « 
strong tendency to change over from silver to gold 
in all parts of tlio world where silver is still held 
■n large quantities as a store of value, to Diet n 
certain fall in the prico of iilver might preciBitats 
a nuch greater fall If the best opinion held that 
silver would fall from 30d to 2Id I should expect 
that to precipitate such a fiood of silver on to the 
world e markets and to offer such a strong incaative 
lo bear speculation that at any rats in the first 
instance, silver would fsU to a great deal less than 
fttd This seems to mo much the biggiest point from 
India’s poiot of new To introdiioe this great 
instability into the silver market, night have con* 
sequences of a really disastrous kiod wl en you 
consider what part silver plays in tbe life of Tn^s 
It IS a step which ought uot to be taken lightly, 
but only for very grave cause 
12 9G0 You referred to the reaction on Cliinese 
trade Gould you explain to us how the full eon 
sequences would be realised in Indo Cliineee trails 
of a fall in tho value of silverf- Of course it would 
make it extremely difficult for China to import 
until the new equilibrium bed been reached The 
amount of her own money which she would hare to 
offer for goods in tbe internatvonal market would he 
very greatly increased and if China were simply 
to remain on her present bans daring tbe whole 
period of the change there wonld be severe obstacles 
in the way of any manufacturer or trader who was 
accastoiaod to ship goods to Chinn for sile there 
On the other band there would be for the time 
being an artificial stimulus to export from China 
and any markets which were in competition with the 
Chinese exports would be also interferred with I 
have not clearly in mind exactlv how far Indian 
intorests are in eitlier of those positions 1 know 
th^ are to a certain extent hut I am not con 
vetsant with the precise figures which no doubt 
yon havo from other sources 
12 9G1 Yon suggest that they might bo forced to 
more towards sold? It ha» been pat to oa j» 
endence that China is reallv incapable of moviiic 
in anv divection under present conditions’ — Hat 
snetids to me verv likely but here one is looking for 
ward orer a period of ten years In former daes 
hefoto the war when Cliina was in a more acltlo.! 
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condition, thero tbs n deal of talk of moTia^ 

towatda gold and they had Conunissions of Enqdiry 
aimilar M this one Though I should tmagina «t 
IS true at the momeOt that China touU ho locapahlo 
of any change, you haco to remember that atirer 
does not circulate lO OliiDa hy edict, hut hy cQ<U)in 
Th© ordinary pnrato life of China goes on amaxinsV 
unaffected bv political evonts It is iWposaiW© lor 
me to predict in wbat way a more ol this sort, once 
it liad got going might infiuenc© the opinion of the 
ordinnij toerchant m Chin^ It would certainly 
inffuence it to this extent, that ho erooWI he less 
willing to keep stocks of eilrer on hand like 
ereryhody else, he would didiVe holding a depro- 
ciating store of T»lue, so that you nighl haro a 
tendency for rich men in China to wove over towards 
keeping their reserve in some other form than sdret 
oven if the Coveromenl was unite incapablo legis- 
latively of taking such a move 

12 sea That would Ttaiill in what I may call a 
demand far rommercJil gold in Cliina? — It might be 
gold Thev might he more anxions to keep their 
money in the hanks on a gold deposit basis I do not 
know whvt form it would take 

12.UG3 If It took the form of gold undoubtedly 
the ciKUmitances nouIJ bate to he tjken into eon* 
Eideration as to how far it would affect the siloatioQ 
as regards the world gold narket’—J should Ibink 
it wwiW I think one can be auw that the 
Chinese bu«uieta wen, who are very shrewd and hy 
no means removed from general knowledge on these 
matters, would not be ativiont to hold a depre 
ciating store ot value So that the nHiinate 
reaction of the relative vilnes of gold and silver 
of a move ot this sort on the part of India, if the 
eorld took It aeriflody, eouW hardly be exaggerated 
At I lay, 1 lay sioeh mere stress on this aide el 
the mttUr than on the purely gold side 
13,9(11 In contamplAting that for several years 
India would be meeting bar own norma] demand 
for silfer m tbs way of tbs rupee, were yon eon* 
sidonng tho snggcated possibility of ari import dntv 
on ailvet^— I was oot clear what form it would take, 
but was sssnmiDg that in some way or the other the 
Indian CorerniDenl, hemg a telUr of silver, would 
reserve the local markets for its own demand it 
might be by ssiliog silver » tittle cheaper tbsn it 
could be imported or it might put an import duty 
on silver— I think thst the latter coarse weald 
have a great deol in its faroar Bat I do not base 
tny argument necessarily upon Eucb a course 

I2.9Cj> \Son\d the import duty serve to protect 
the value of the Indian holdings of stiver against 
the otherwise possibly luoTitable declioo to wbiJv 
you referred?— po&siMy, if it was a very 
henry duty it would no doubt protect them to a 
considernble extent But there has always been a 
considerabls export of silver from ladia over the 
land frontiers, and if people who were atvusloined 
to do that trade aero finding that the value of 
Sliver in the outside world was very much below 
that of the Indian sdver >l wonid probably aOert 
(onfldcRco is tie value of silver in India ilse'f 
In the case of an article like silver which is 
largely useless and is kept as a store of valoe and 
not for use tAie infioenre of opinion on tta -ruJue 
IS of an order cd importance quite different from 
what It is in tUo rase of somotliiag wbiHi is con 
suroed year by year 

I?flGd It has been suggested to us so tbo 
eviJeBco that the desiro for silvov is so strong, and 
the haViit of using silvrr as a store and for ornament 
It so inveterate that th« cbesper silver is the more 
It will be bought and it does not matter how far 
It falls la that rase Does lhat seem to you to be 
a circumstance whiih should be taken into eon* 
aideruUoB*— I tbmk tbrt « one rf the hoary old 
mav.ras about currency atfaira which are aH falae 
It 11 always said thst people sre very renservative 
money, and will never adapt tkmn. 
situation Alt experience m say 




opioiuu, slio<w« to the contrary It is most 
sstomshiog to ace the woy to which the public 
will rapidly adapt themselves to a new siloatioa 
in currency matters Ono example which always 
struck me, because it was always quoted in advance 
to the contrary, was that of Egypt Egypt was 
nltrava repTC<ewled as the one vountiy which would 
never handle anything hut hard metal, in fact, 
there was no country in which paper currency was 
introduced more easily during thg war pern^ 
12,967 Although tho public may be uninstructed 
tn lodia, you have a large professional class of 
extreicely intelligent dealers and brokers — No ono 
IS nqinatructed in that sort of matter. 

12,969 Not even the Indian ryot? — I should 
doubt it 

II 969 \on say aU tho silver interests of the 
world would be up in arms, but I gather one must 
add to that, tu new of your previous analysis, in 
comiBOD tntcrert of the peoph. as weU? — 1 include 
those ai sdrer laterosts 

12,9~0 ould that have specisl relation to the 
reception of any proposals in the United States?-— 

Yea 

11.971 kou bare already mentioned in the course 
of 4 previous reply that thst is a tastier to be 
taken into serious consideration?— Yes 

12.972 ITould you asplsin that and teff us whst 
yon think about that siatter, as t« what the view 
of tbo United States would hs on the sahfoct?— I 
tbink great pUy would bo made iii the United SUitM 
with tbe birtory of the Pittman silver It weald 
bo pointed out tbst when India was in diSenlties 
■n tbu matter, the producers in America were pro 
vented from (d>iaining profits they might have 
cbtaioed, and tbe American Corerniaent behaved 
witli extreme handsomeness towards India In 
v\«w ot that, a move teodiog toward* the depi^ 
cialion of silver would be regarded by American 
opinion as soneCbing which India was certainly 
entitled to do, but not somstbing for which tt was 
entitled to iante American assistance In tbe 
prevent state of opinion in America 1 am sura there 
woaid bo a difijcnlcy in raising a loan— which would 
not anyhow, bo particularly sKractive to America 
from the tiuericnns selfish standpoinb— for the 
express purpose of isakiue difficulues (or two of 
America's leading products 

12 973 To put it baldly, though the gold intercfts 
10 tbe United Slates might see no objection, the 
silver, opper, and lead interests Would Uvea a very 
strong objecfioaS- kes, moreover for the gold 
■oterests tbe project Would be a matter of in 
difference, because unless it is going (o iBCfeaao 
materially Ui« value of gold it does not do theni 
any good and, as I bava explained I see no reSEOU 
why it should materially incraaao the value of gold 
12,974 The fourth disadvantage to which you 
referred to the expense of Baaarial cost to India — 
IVhat It would coat India depends open tbo price 
she realises for her silver, aud the pri»i at -which 
sbe sells out her sterling securities or is thie to 
borrow Taking the simple question of silver, if 
I «e> right ID ssppostog tbvc the release of tbe 
silver in 103,000,0(X) pounds’ worth of rupees might 
balvo the pnee of silver, I calculate very roughly 
that the gold required would cost about three times 
the valuu of the silver released; that is to »ay, the 
change over would cost India somewhere about 
£67,«X>0,00() in terms of real resouroes If we sun- 
poso that India has £67, 000, COO of real reeoorco* 
to play with, can one easily conceive a more useless 
way of using it? Are there not, in tie opinion of 
everybody a hundred better wavs of ©mployine 
aneh a sum* The propovition. thewforo impresses 
M as being a plan la expend some £67,000 000 in 
d^mjing the purchtsing power of the favourite 
store of value of the mass of the population Su.h 
A stnp, wifh all its risks and unforeseeablo con- 
sequences. strikes me m verr fooluh mdeeil and 
pevhapa dangerous— sufficiently foolish and dan 
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gerons to justify tHe GoTeramont of IsdiA »n 
taming it down I think it wonld stow want of 
».oiirago on the pirt of the Briti'h odTi*ers to 
occept a proposal contrary to rn<Jian interests for 
fear of heiiig supposed to refuse out of regard 
for British interests Ate haro the earioua position 
that probably hardh any Englishman conscientiously 
lalieies that this sthenie is in India s interests 
but a good many, from praise-worthy motires, are 
prepared to support it out of deferoneo to what 
they behcTO to be miaguided Indian opinion The 
danger is, not that British opinion wiU be nn 
reasonably allowed to ignore Indian opinion The 
danger is that ini«gnided Indian opinion will be 
allowed to hare too great a weight Of coarso, it 
IS possible, and it is not improbable that the 
attempt to put gold into eircnlation in India wonld 
prore a fiasco, so that the gold currency wonld be 
introduced normally as a gesture without haring 
imporfant practical consccjnences but it would not 
be right to gamble on that prohahilily jnst in order 
to make a gesture 

12 075 As regards that last point, woold it be 
possible to annonnee such a policy without at any 
rate some of theeo yeactiona on the silrer market to 
which you hare already referred? — No, I think that 
IS true I think that even the announcement wonM 
prodnee some of the eonsequeneee But if in fact 
the new scheme did not come into operation to any 
greit eslent, those eonswjuences would work them 
•elres out before long 

12 070 No important eipeuie would bo incurred, 
as you suggest, if this icheme were to prore a fiasco* 


12 577 The only eipense incurred I imagine, 
would be if credits had been established beforeMad, 
ahich would cost something?— Yes But it seems to 
mo It would be rather a strange policy to introduce 
n scheme of this kind in the hope that it wonld prore 
a fiasco 

12 8"^ Casting back for a moment to jonr figure 
of £6r,COOnCO perhaps it is rather a gnestion of 
mechanism and detail but could you esplaia to m in 
what form that eapense would come home to roost 
on the Indian taipayer?— It wonW come home to 
roost in that he would not receire the interest on r^ 
sterling securities now held if he sold them, and he 
would hare in some aliape or form to pay interest on 
any loan which was roi^ 

12 979 AVhat in your view is the general ideal to 
set before oneself in an attempted solution of any 
vroblcms of Indian currency?— Ti'ell, I ehooW Jiko 
to say in conclnsiou thst stability of interoal prices 
in India is in my opinion, much more unporUnl 
than stability of foreign exchange. Iboagh I a^ee 
that great instability of the exchange is in itselr a 
disadyantage I attach very little imp^aOM to a 
leeislatire enactment fixing the rupee at Is fW In 
su far as Ihe stability of foreign exchange is 
important, while there is not much to choose between 
a gold standard with gold circulating and a goW 
exchange standard, aome adrsntage lies with the gold 
exchange standard Some Saks from time to lime of 
tleriing eccuritiea by the CoTernment of India in 
order to mljiist the exchange position can be efferteil 
with le« distnrbatico to the internal aituation tbeii 
the withdrawal or the pumping in of the enoiwileot 
nuaiitity of gold Abore all, the gold exchange 
ctandard whil t it is open to most of the objeclioies 
against a pure gold alandard, doea at any rate secure 
most of the adrantages, such as they are, as economt 
tally as possible, and without a waste of resources 
JO OSO May I ask you a question on that, before 
passing on? ATould you describe what are Ibo 
rriticipal adranlages which can be gained by Um 
exchange standard as well as by a gold standard with 
gold currency?— Tho linking up of India with the 
prcvaiUng etandards of tho outside world, and tie 

prestige attaching to a currency which - 

changeable la terms of gold 


12,981 I am afraid I interrupted you just now? 

1 was going to say that, if my advice were asked, I 
should advise the Boyal Oommission to do nothing 
whatever 1 think that the present situation in 
India IS the best possible obninable at the moment 
That IS to say, there ta for practical purposes reason 
able stability of the exchanges, and India maintains 
her freedom in tho event of future happenings 
lendering any alternatire course more desirable X 
think that the present moment is a bad moment .rr 
making a change, and that almost any positive coarse 
recommended now is likely to be bad We are at the 
moment in a state of reaction on currency matters, 
not at all to be unexpected after the debauchee of 
the war and post-wnr period The world has seen tho 
disadrantsges and the abuses of unregulated 
currencies, and it u trying to seek salvation m con- 
eerratbm, in going back, not in my opinion to the 
reality, but to the appearance of what existed in 
pre-war days It is not impissible that out of this 
tomelhiDg wise may be erolred, but it is going to be 
Tory ddBcaU ASe ore not at tbe end of currency 
diseussiona, but at tbe beginning of them The 
future currency of tho world is going to he ileter 
mined not by what has happened in tbe last two or 
three years, hut by wLst is going to happen in the 
next 10 years It is impossible to say wbat tbe ex* 
perience of tbe countries which are going over to ttie 
gold standard u going to be 1 think that India will 
be well advised to hold her hand until some experi 
euce has betn gamed At present, in tbe event of 
serious fioctuatioo in the valae of gold, either op 
wards or downwardi^ India » free to avoid tbe its* 
advautages of thst finctnation just as she avoided a 
part of It daring the boom and tbe slump of 1920 and 
tho subsequent years 

129*2 6ho avoidnl them by allowing a change in 
exchange to a greater extent?— tes In my opinion 
India should pursue her present coarse— that is as 
long as Dotbing special happens in the outside world 
—of maiDtaiDiDg practical stability in the neighbour 
hood of Is fid of in any erent not allowing any 
sudden change from Is fid , but in the eeent o? gold 
beoomiog unstable in the outside world— and no i>na 
ran say it will not— of miintaming legalatire free- 
dom to adjust her exchange to the events in the out- 
side work) and so preserving the stability of her 
internal prices 

12,983 Tbe present state of affaire has been 
strongly criticised before us on the ground that it 
allows all matters of currency pohey to be entirely 
in tbe arbitrary diwretion of the currency authoritKs 
— at present the Government of India and tho Secre- 
tary of Stato in Council? — If you include in the term 
** Authorities,' whatever Central Dank authority ii 
ic control of India, 1 should say that would always 
W the case The notion that gold standirds work br 
themselres without interference by tbe authorities 

12,9'M It IS said that by adopting some regntarised 
form cither of gold standard or gold exchange 
sisodard, the system can bo mads to work automati- 
calK, and le*s xt tbe discretion of authority than at 
present? — Tbe exercise of authority would be more 
concealed, but I think tbe courte of affairs will cull 
be governed by the policy of tbo SKretary of Ktatn 
in buving and selling hills, and by the policy of iho 
banking authority in the matter cf its rate of dis- 
count and its willingness to lucrease or dimmiab 
the basis of credit 

12995 Supposing tbit a currency system u 
adopted nnder wbKh tho currecev authority accepted 
the obhgatiiHi to buy and sell some means of inter- 
cattonal payment at a fixed price wonld tbe Secre- 
tary of Suto’s operationa aliU continue to affect the 
matter? — I cannot see that the esential ailualion 

wonld be any different from what it was in the vean 

immediateiy preceding the wsr, when tbe ®ccretsry 

of State or rather tbe Covernment of India was 
nndec a legal liability one way to mainlsin fiiitv 
and had a fairly binding practice in tbo other dirvc- 
twn also 
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12 OtC It IS sail! that there was a praeliw, but it 
nns b; no means bin<Lng, and that if the legll 
liability is made to pull both vajs, it will larg'Iy 
reduco the opportunity- Sot tho cierewo of discretion 
by tho currency authority That would lie mi, I 
imagine, would it not, although it would stiU leare 
tho element of nimagement nhicli is contained m the 
oi>eratiDns of the banking authority? — Yes, 1 think it 
eumewhat reduces it Supposing it is bold that the 
must imiortant thing about currency is that i« 
element of human purpose or eontrirance should enter 
into It 1 think this does somevilial diminiab tbe 
element of human purpese and eontriTince but in 
niy opinion it would be just as foothb to try and get 
nd of purpose or contrivance a.s it would be In such 
3 matter as how much land sloutd bo plougl ed fir 
wheat in a year It is joat as siltv to say you will 
have your currency governed by blind farce as to sny 
s-ou will bare tho amount of your barveet govern^ 
by blind force 

12 087 In considering that general propositiMi, do 
you tbiuk that any special consideration chonld be 
given to the circumstances of the history of Indian 
lurrenry and— what is no doubt the fact — that «omo 
of the iircumstancoE of the history of Indian car 
riniy, have produce a sort of siccial lack of ronfi 
deme in currency reguhtion*— I should have stid 
precisely the other way India has had a 
eonsiderablo etperience of ngnhtiun, and while 
iriticisn'i has been levied against the responsible 
organ of the Indian Government just as ogaiost 
iicry other er^an of the Iiidi&n Government, 
in fact ludia has done extremely well The 
lurronry history of India for the Ust IS years 
<r so IS more faiourabU thau Hint of aiiv ether 
country m the world India haa Actually bad ex> 
pericuce of these things being done without anything 
very dreadful occurring but quite the contrary 
12 , tie's lYould the opimon you bare just expressed 
nBiot the question cl Che possibility of cetrustiog 
larger powers ia tho contr^ of lodian carreney to 
A central bank?— I have always been very moeb in 
favour of that I wrote a namorsndum on a central 
bank for India for the Ohamborlaia Commissioo, and 
the news I expressed there 1 still msiatsin 
12^ then 1 imagine that one, os it were, has 
co-ordinated thoee two opinions by saying that yon 
would continue the present system, bnt introduce a 
central bank to manage the present svetem to place 
of the Geveriiinent of India?— Of course eiDce I 
wrote that memorandum a great deal has been done 
in tl It dircition Ind a has not gone the whole way. 
Mio has embarkel on a path that is rapidly leading 
the wl ole way but I imagine that the biggest thing 
not done is the banding over of the paper currency 
reserve to the bank 


policy pjverning your reserve ought to bo diffeient 
•cconlieg as you aro bolding your rcstorve to meet 
the internal dram or tho external dram In my 
opinion the rirtne of the Indian rjstom as it naa 
developed by Sir Lionel Abrahams was that those 
two piirpaies wera kept more distinct than in any 
other country Tliey were not kept entirely distinct, 
becanse the sterling resources m the paper currency 
reserve were also part of India's precaution against 
an external dram I think that more recently the 
distinction between tho purposes of the two reserves 
haa been further Blurred, and if everyone’s mmd 
wM ^rfectly clear there might be advantages in 
con.snIuUling the two reserves into one But eo 
long as people are Inclined to confuse the reserve 
which you keep for the internal with that which 
you keep for the external dram, I {link there are 
advantages in the Indian system of having di/fercnt 
names for tho two, or. at liny rate, for parts of 
the two A great deal of rubbish is talked about 
^veervew in Ffcigland becanse historically our reserve 
was held to an important extent for tho infernal 
dram whereas now it is kept almost entirely for tho 
external dram 'VYe have not as India has different 
names for the two The rcenlt is that a great deal 
of Mgument which would ho quite *onnd If we were 
holding the re^rve for the Infernal dram u stHl 
alleg^ as aonnd when we no longer keep enr reserve 
for that rnrpoM. In England we enffer becaua« 
hi,l»n,.ll. ,nr r^rr. W, h.M („ 
ealeat as a precantion agamat infernal dram 
* reserve help* her in that wav 

12^ If fbe mainUnance of a double reserve has 
these consequences that it make* either or both 
lees efficient fer fulfilling the purpose* for which it 
IS intended then I suppose it would be rather a 
heavy sacrifice to etsritv of ideas to maintain the 
separation *— Tee if that was so 

“‘Sht that bo so or not? 
—I «o not foink it has been so 
12 IW The organismg of the reserve in a »,ngl. 
a double formP-I do not think it has had any 


12,«!)5 not It aeesMitafe keeping a larger 

rwrre in both, for inslanee?— I w why « 


bad consequences a 

Doee not 

n both, for inslanee?— 1 do li 

which 1 * necessary? 
-I have the imprassiun k I have said, that tho 
management of Iheso two reserves hu ^ 
blurred in post war days than it^s ,n thTpre-wa^ 
days At the date when I w 
with Indian current 
tbink the distinctly) 
quite clearly kept in mind, and the resciVes w»e heid 
at appropnats figures having regard to those con 


12 990 Such a measure as handing over tho paper 
currency reserve to the bank would, I imagine, bo 
quite consistent with tho general viewa yon have 
expressed as to the continuation of the present 
position as regards control of Indian eurrency P— Tee 
When I said that 1 wanted tbs present state of 
affairs to contin le I was not meaning in all them 
details of internal organisation 

12 991 Now as to the gold standard reserve, would 
the Unification of the gold standard reserve and the 
paper currency reserve under the oostrol of a central 
hank be consistent with your general spinion*— If 
von have a coin of any sort circulating in tfaa oountry, 
vou have to maintain a reserve for meeting ex 
psnsions in the demand for the cnrrency innde tbe 
counlrv itself The rupee portions of tho paper 
^rrenev reserve is at present held for that purpoa* 
If Mid were to circulate in India you would bare 
to hold a gold reserve also with that object in view 
actual circulation is composed of 
neiea or tokens you need yonr reserres catmlr for 
Mlernal pnrpt^ for meeting the flnctnatiOTa in 
of trade which could not be redreved 
otberwi*. except by rather drastic measures Tba 


sou see no osjection to the unification as 
long as the currency anthonfy a sufficiently lu. 
atru^, u It were in lha elements of the science 
»» to re«l.« th, purpueee that 
this reserve is to serveP-Graiited that assumption 
I m BO great disadvantage, but on the other hand 

a ^.^Tl*** There I* 

a »e^ strong trvlition for allowing a freer I and 
Jor that port of your reserve which is not called the 
currency re^rve The essemve of all reserves is that 
JOT ahonid have a free hand with them I fear that 
iTJ"" Kwonrees of the gold 

currency reserve you 
I^Ny would not have snch a free hand to use 
^ •“ •“ •'"'Cgeney as you have now The gold 
at^ard reserve is absolutely free If you put It 
currency reaerce you quite likely 
tie It up in tbe same way as the laller 

7 *^*' »onld not It 

_ formula M regards the relation 

and circulation? The disadvantage 
f ^“4 machinery of eufficicnt 

elaeli^y to permit yon to uao the reserve?— Hot I 
•m afraid no one but myself has ever proposed 
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k tormula which would bo (uCcicDtlf claAtie In 
in} o| iQioR, (hero eliouU t>o do legal proportion 
nhaiCTcr, <o that iho whulo of t)>« i.urrvDcj in >onr 
reoerres may bo arAilablc lou ran i,et rtd of tho 
fecal proi’ortion as (ooii as tho iRtcrnal dram la 
n«l a Jaagrr for tho only roraainint purpose of 
tho bgal proportiou is to render some part of your 
roerve oeelcss 

12 VO IVhal IS your opinion in this connection 
of tho B'Cthod which is typically that of the Roitha- 
lank, I th nk of pcrmittiae reduction of resorres 
siihjecl to tatf— I think it is better than nothing 
but f alwars regard {fist as a raiber haaahneciDg 
ronlrirance, because (he snrpfis profits of Stato 
I snka nearly alwars jp to the Government am) 
it dore not matter two straws to the anthorilica of 
the nciohshank whether thee do pay thia fino or not 
It Renerallr cornea out of the Oorernment which 
u cntitletl tn a share of tho earpliia pcnfiit It la 
a coniriranro for moving a little in mv direction 
wliibi keeping op tho appears nee of tho old f irmuhe 
Tho proportionate reeerre or fiduriarv reoerve, and 
all these di’tires were invented when yon were 
keeping Timr reserve to an impnrtant eatent against 
the internal dram so that when }oor gold was 
moTiBg ont veur need for curreney in o(b«r forma 
wonld he BUIomaticallv eontracled to a rvriain extent, 
and the legal proportion enabled to prerent tho hank 
Irnra ronnteraetiTiB that hj re W'*« ^Vn yon are 
unt boMing yn'ir tecerre for the internal dram 
hut fur the externa) dram the altualion is 
entirely different and this new aitiiation lias 
not been very prnfoundlr examined from 
thnt point of View I fear therefore 
tn the prceenl llsto of oi'inion that if von 
itnpriaon in the paper eorrenev reserve tho re«oure»a 
thtt TmDa ii hoMmg for external rvrpceca they wiD 
bi» iike/r to ftimo up sgvdwri sumo of tbiw rwJr/cw 

lirfll la jmt that diffenitv adequately if not 
vomewhat etimbrotidr met be proricioiu foraoapend 
■ng the le^l bacia nf the reoerre in limeo of speeial 
emergenevf— ProTi hM it it orHleraloml that you 
alwara hreaV vonr rnloi whenerer you want to I 
agree thnt there la lees objection to them 

11001 That U tho eoManco of ttio malterf— On 
tlHi other hand there ic no great advantage 

ffir /’itr/Ao/'Jmdri JMokwiaiu ) Cvn you 
tell mo what you think u t)w ideni system of cur 
rem-v for India in tho eircutnatancea in which you 
know India u »t preaentf— I think » mslem liko 
II" present in which stability of lb# exchango is 
aimed at m normal circumalances but in which 
In lia H fre* to depart from tho present level of 
cxrhangc if it ii in the interesto of the interust 
rt-abilitv of price for her to do so I woull not have 
her allow tho qiieslfan of Ifio rale of exchango to 
overbear every other object, but 1 think it is im- 
purtaiit that alio sWiId raamtain lh« liberty to bnvo 
a dilTcrent exchango from the prevnt one if the 
ntainlonanco of the prewnt exchange uoubl enuao 
Internal prices either to rise or fitl to a marked 

n Oftt Then \ understand that with repird to (ho 
n-turn that tho cultirafor should get for h« crop 
in rii.oei wbich you woiill iniiire for s penoi) rf 
year*— eay firo jenra— you would reguUlo eierling 
exchange m euih a manner that the cultivator wovM 
eonlintiii to get tho aamo return in rnpees and 
n illiins lubatantially more nor leas?— Tea, I slionld 
do that, except that t ahcuild take ilo atandard 
vnl lo of money on a rather broader basis (ban crop 
(Vnjis wolil I be a great part but T wuald bavo rt 
rntfcer Irojider dtso I would not da anything to 
counteract minor changes, and it wonid tw imposeiUe 
for mo to do anything to counUrncl the changes duo 
to the lisrvesl That you have impbod in eugseetiog 
a five years’ period 

13,001 I put a five J*®” period because yon 
named a fivo years period before the HabinEtoii 
Rmilli Commitlco That is why 1 named itf— 1 had 
forgotten I bad named that period 
S6795 


ITOOo bur that purpose in order to think it out 
ami to araij any ininstice to any of the major 
interests concerned it would bo necessary to have a 
complete set of figures reprrsrntjDg the nuoimuni cost 
of firing snd iho economic ccet of growing certain 
major crojis which would leaie a fair margin to tho 
cultiiator— woull not it be necesMry to do that?— If 
II was to be done lU a very prciuo way such us has 
been projiosed for certuin other countries I agrea 
ion would line lo hnro a broader basis of statistics 
but, (here are nil kinds of degrees possible in this 1 
think India is extremely well pLiced and better 
p/veed than anr other country for aiming at the 
exine sort of ohjoofs m a much less precise way and 
With a much broader brush that u to any, not aiming 
ai counteracting small movements or fiillowing small 
moientenU at all To keep the stability of tho ex< 
change as a normal objectire, India is able to do 
without anv disturbance of her existing situation, 
wbiUt permitting n nuctustion of the exchange in 
thw orrnt of the value of gold suffenog a major 
change 

13000 You would hare to reckon with Aoctuations 
in anrk) prices which would be of roiifsa outeide the 
conirni of tlic Indian currenci system Take only 
onw artKfo in which India is suhstantiaify laCereeted, 
nametr cotton Cotton hss this year gono down >n 
tmerica I onderstand (you msv tsVa it from me] 
(hat cotton bas dropped in India to the extent of 
fiO rupees n tale?— Tes 

)3(^ tSouM It not be necessary to ascertaio 
ahatshnuld be tho minimum price to he paid to tha 
culiiratnr in order that you rasy not injure his 
legitimate interests in a snbsisatial manner?—! 
shoiM not vo iBHuCDeed bv the prices of one crop, 
even if It ws* as important as cotton If the tame 
thing was hippening all round, then 1 should be 
fve/srred to etiv ecfiod, hut I th/irlr /t j# wry m 
portent that you should not take action in the 
interesla of a particular group of cultivaten 

13 0V Tske rollon or jiilo, or aeeds or rice 
Those are four of tho important crops Take any 
one of them or altogether In order that tho growers 
of three should not suffer and they Form the major 
|>art nf those concerned whose interesta should be 
wetrhed slo not sou think that we ought to have 
some basis hefere we try to regnJale exchange by 
interns! prico Iciels? — I think if that policy were 
to l>" edupted It would wnnt going into in a good 
deal of dstnil I quite agreo to tlist Ton would 
have to think out qnito clearly what were the main 
inlicatora <d price fl ictuation which for India were 
important I was only meaning to any at this atago 
that I do not think that hv the adoption of this 
poller sou need settle unvthing very precisely I 
xhoukf not in the case of India at the present stage 
of Ihinga aim at aruiding anything except major 
price changes which were quite obvious to eierjbody 
— there would be no doubt that tho value of money 
hid gone up or down as the case might be 

llonu Tthat was In vour mind when you said 
** tnejor price changes ’ which would be obvious to 
evecybmfy* — I think 'f tho index prices that are now 
compiled — no doubt they are rather rough index 
pricve — had nioied 10 per cent , the Government of 
India ought to consider whether the exchange might 
not be allowed to fluctuate n halfpenny or a penny, 
hut even so, I would do it gradually 
13010 Itould you take the present index number 
as a fair basis’ — No, if I was doing anything precise 
I Would mollify my index number but I think that 
the Ute>t Indian indsx number* are not bad 

UOil You would b« prepared to resammend that 
they shouM be relied open for a start Is that what 
I understand?— I think they aro a fairly aatisfaetory 
guide to major morements 

13 01" In tnierica have they got separate index 
nnnhere for major crops which are exported? — Yes, 
in Amenca they have index numbers which are very 
much more eliborato than in any other countrv, 
and which 1 think are mntb snpwiior There ate 
N i 
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t»<> revoM for llial In ll>e first place, the Rureen 
of Labour index number is elabontelj steiehted 
jccordin-r to the importance of the different artidej 
Anienci baa n census of production and consumption 
which 13 sufficiently precise to enable pretty accurate 
weights to be gix'cn In most countries it la difficult 
to gise accurate weights because one does not knoir 
enough Tlie second reason u that the raanufacturera 
in America are mneh more willing to make returns 
to the GoTernmeiit, so that America has pretty satis 
factory numbers for certain manufactured and semi* 
manufactured goods, whereas, in most countries the 
index numliers are fanlty because it is pracUcally 
itnpossillo to take enough account of the prices of 
manufactured and semi manufactured goods 
33013 AVould you n^re that India is far, far be- 
hind america in this raatterp Index number* in 
India compared to those of the nature which you 
hare just mentioned ns existing in America, are of 
a comparatirelr crude nature? — Yes, but on tbe other 
hand, India being a simpler country in tt« organi- 
sation yon can go much further, whilst liaring 
nothing but tbe price* of tbe maia commoditiee, 
than you can in America 

13 014 Did 1 understand you to say India being 
a simpler country in its organisstion? — Yes, the 
nuniber of articles which really matter are much 
fewer in number 

13 015 The major crops being fewer is wbat yoo 
hare in mind?— The consumption of manafactared 
articles in great raricty of shapes and forma being 
a less important pari of the consuniption A mere 
food index in India would go n long way, 'whereas 
a mere food index lu the United States is very 
inadeejuaie I am simply illustrating wbat 1 am 
saying, that you do not need such eomphcatieii as 
they need 

13,010 You really think, therefore, that tbe present 
index numbers and ether figures arailablo in India 
nra fair guides and you would utilise them for (he 
purpose of the ideal that you bare named?— I (bink 
they ran, and ought to be, improecd, but I am pre. 
pared to trost them in a general way as indicatora 
of major moreroente 

13 017 AVould you take the present basis as being 
a basis shomeg a fair return to ererybody concerned, 
either in agriculture or in manufacture? AVould yon 
take the present basis of index numbers es tfao basis 
which should be maintained, or would yon put it 
up or lower it^— If one le going into «t in as much 
detail as that, 1 ought to hare specified to me which 
index numtier you are referring to 

13,018 Take tUo index number of cereals, whmh 
is round about 130 as compared with lOO pre-wer? 
— 1 would not take the index number wbicb was only 
ail index number of cereals 

13 019 IVhat would you take ns the basis* — 1 
would take broader index numbers which arc com 
piled My chief practical difficulty would be, I 'thiiifc, 
in knowing what to do when the index numbers for 
different parts of India mored differently kly in- 
formation is — I do not know that I can anbstantiate 
It to-day — that whilst for any precise acientific regu- 
Istion where mocements of a small number of per 
ixnt mattered, the Indian statistics are inadequate, 
yet if you mcretv need a general indicnliOB to the 
authorities as to whether prices on the whole ore 
moTiiig seriously up or seriously down, for such por- 
|•OE<^8 they are adequate 

13 020 Up to what point would you allow flnetna 
lions before <iovernmeDt interfere by regulation of 
exchange to control further ffuctuations ? — iff rliffi 
rally in aninreriDg that question is this I am pot 
quite sure whether 1 am being examined, so to 
speak on a scientific regulated currency for India, 
or whether I am being examined on what I proposed 
in my eridence in chief namely an intermediate 
system for India in which this tort of general aim 
was blended with some of the genersl aim* wtud 
hare prei ailed in the part 


13,031 You yourself said a scientific system for 
India I* neither feasible, nor is the tnaterisl for it 
nroilabJe Therefore 1 should hare thought that wo 
were discussing the other ono which yon thought was 
both feasible and immediately nxaiHble to put in 
procticof — If that is rlcsr, then I can answer 

13,023 I took It from your earlier answer that you 
striko out the scieutific basis as not being feasible, 
but there is a rough and ready one wbicli you think 
IS good enough to otlow the Goremment to go ahead 
on? — Yes I wits not suggesting in loy eridenoo in 
chief (bat you should hare what sometimes has been 
called (lie tabular system for India — that is to tay, 
in which It should be tbe duty of the Government to 
keep a composite index number within a certain 
mage of fioctnation I was not suggesting that I 
was suggesting something much more like what it 
seems to me has happened in recent years, that is 
to aay, so Jong as there are no important moicmeutl 
■n tbe outside world, exchange stability is regarded, 
but when there is au important morement in the 
outside world, the stability of internal prices is 
allowed to bare soins infiuenre For tbit purpose 
1 think the Indian index numbers as currently com 
piled ar« an adequate guide 

13,033 I also asked if you would tell me at what 
point Goxernment should adjust the exrhange?— 
Well, I besitaled id answering that, first, because 
1 wauled to be clear on this point I hare a further 
ground for hesitation, that if you are dealing with 
a system where the Gererepient is not bound legis* 
latirely to keep to a certain figure, I think it would 
depend very much upon tbe cnuses of the fiuctua 
tions— tbe general eirruuslanres, end id particular, 
whether tbe change was ono which had onginated 
in India or whether it was one which had originated 
oul«ide India If li was ooe which bad ongiBated 
in India I •heuld he more chary in uterferiog with 
It I should think it more bksly that it bad sound 
foundations But if it was a chango which had 
onginated in tbe outside world, if enmethitig that 
bad happened in New York and London was reacting 
on Indian pricea in a way which was ijuito uaneces- 
sary from the tnlerat] Indiaj point of new, then 
I should be mneh more ready to meet that by allow, 
log the exchange to fluctuate a penay or ea than 
if It was a case arising m the first set of circum 
stances I would not like to say 6 per cent or 10 
t*er cent , bemuse I think that the controlling 
authority should hare regard to the attendant cir 
cnrastsDces 

I303J It may lead to this, may it not? Suppos 
ing there was a ahortige of wheat in the world and 
you found that the puces of wheat in the world 
market were soaniig, the Corernment of India would 
regulate wheat prices locally hy mampuhting the 
exchange? — I should be against that 

13,03s You would be against that?— 'Yes. 

13,030 Y’on would allow the wheat crop in India 

to share the boom prices in the world market? If 

I thought It more desirable that it should not I 
should deal with an indnidual thing hks that by 
an export duty 

13 Yon would put on an export duty so that 
IolbI prices should be regulated by that’— If the 
Diovemcnt wos of siuh magnitude that 1 thought it 
would be disBstroua for certain distncts of In ha, 1 
would put on an export duty such as many countries 
have dme I would net introduce currency rcgnla 
tioa for this purpose tVhat I should introduce 
cnrreocy regul-ition for would be something of a 
general kind in the outside world not due to a jiar- 
(icnlxr harvest of a particular crop, but dne to a 
l^neral tendency of prices to go up or down to an 
iraportank extent For example, 1920 m a typical 
sort of case If prices m tbe outside world were 
booming as they were in 1919 and 1920, or slump- 
uig m Uiey were in 1921 and 1923 I should have 
tl ou^t that an indication that tbe Indian exchange 
ought not to be kept steady If, in mch circnm- 
stances of the outside world, the stabUity of exchange 
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was to be pat first, that would bring about flnctus 
})ODS of internal prices which would bo contrarj 
to Indian interests 

13,02S \iiy such regulation would necemttle cx 
pert knowledge about larious world crops and world 
markets? It could not bo done by the oAci^ that 
you referred to in jour mcniorsndum regarding tJio 
State Bank before tho Chamberlain CDmuiasioii* — 
I tfiink the kind of thing that 1 am contemplating 
would not require more knowledge than you would 
expect them to hare One has to remember that 
nil this sort of matter is much more discussed and 
w ritten about than it u^cd to be In fart the danger 
will be that the officials of the State Bank will ^ptecd 
too much time reading the enormous mam of weekly 
and monthly literature on these matters than that 
they will read too little 

13 029 Whom would you entrust with this work of 
watching and regulatiog, so as to know when to 
act? — Well, I think that the ideal arrangement is a 
Ckntral Bank, which is in close touch with the 
finance Department of the Gorernment 

13.030 Tou think the commercial community would 
be able to anticipate the regnlatioo with intelbgenre, 
or would it coma as a surprise to thein?_Toa 
can answer that question better than 1 ran 

13.031 How do yon mean ? — I think you hxre more 
experience of the people in question 

IS cuts Hould that he a system capable of being 
fallowed by the ordinary public or would it not be 
known to them only when notified publicly as the 
decisioca of persons in charges— 1 think it would 
appear in this sort of way— that there was a serere 
bwm or afump in the outside world and (hat aa a 
consequence of this the authorities in charge of tbo 
exchange were allowing the lerel of the rupee to 
act AS a brake against the reaction ef those outside 
forces on India 1 think that those ma|or moeemenu 
anch ae I am now considering are thinga which are 
extremely well appreciated by a wide opinion sow 
n>dsTa I think the eituatiou u different from wbat 
It wonld have been even ten years age 

13 033 Bo fsT as the enrrency in India is con 
corned, you recommend no changes, you would keep 
on silrer rupees and paper currency netee as at 
present?— kes 

13 034 Tou think that would be the ideal eystem 
for India, or would you recommend any change, are 
]au aiming at any other ideal?- — Vo, I do not think 
so 1 think that tho further popularisation of the 
note IS desirable, hut that seems to be going 
on very Well I should hare nothing in particular 
to suggest aboit that The progress since the days 
wlieu we first used to study these matCen has been 
aInKwt beyond Xnoalcdge 

13 033 The progress seems to be ealisrsctory as 
far as it goes® — Tea 

13,036 Tou said you did not bcliere that gold 
lurrency would lead to a greater popolarityof paper 
currency?— I said I did not see why it should 

13 037 That would perhaps depend upon tho 
lK,jchologj of tho people? — Tee 

13 038 And afeo to a certain extent, upon bow 
tho people would take to notes after gold correncr is 
acaibllo as fsr as inspiring greater coofidenco u 
ronierned, oould not it? — You are suggesting that 
it tho note was coniertiblo in terms of gold that 
uoiikl lucrease confidence in tho note? 

23 030 TJiat is it II people feel that they base 
only to go round to the Tre-isury or hank when* 
ever they want any gold com it has been repeatedls 
Slid to us that It aould considerably increaso tbe 
confidence of the people in tho paper currency®— 
That is ccmceisafalo I am not as much up-to-date 
in tbeee matters as I used to be In former timoa 
when circUs existed it used to be held that doubt 
about the coarertibihty of the note into rupees aa it 
was then did stand in the war of its popuianty 
My impression was that by now any doubts about 
cnnTertibility had reilly been dissipated, and that 
was no longer a matter greatly affecting the ciren 


lation of the notes in India, but it is not *1 matter 
on which I can speak with any authority 
UCfO IfouW you be disposed to chilJenge Indian 
npinion if it was fairly unauimoas on this point?— 
I should on tho ground that I know tl ey are in 
fnTunr of tho change for other reasons I should 
therefore consider them biased on the matter 
13 041 Will jou teU me ahat those other reasons 
are ohicb you hare la your mini ? — 1 should hko 
to try to elncidats them, but it is difficult I think 
Indian opinion ha« a feeling that a gold currency 
K so to speak the smartest sort of currency it is 
the most ehi£ thing and that India is bj some 
aabciaaa oontnrsnew, being deprirod of this outfit 
13 043 I wonder tf you hare seen that eminating 
anyahere from responsible quarters in India or h 
I t your impression from a general reading of the 
newspapers? — I hare read a great many pamphlets 
and memoranda and books on this matter, and that 
■a the impression which that reading makes on me 
13,(Xi3 With re/ereuiM to stJrer India will not need 
for come years to come silver for the coinage of 
rupeca, and that would have a depressing effect on 
tbe cilrer markets of the world Is not that so?— 
Te< 


t cuppo 

tend that lad a should continue to buy silver i 
order to help the American market?— I do not 
cootend that 

13045 Snpposa tbs people in India eontioue to 
take paper eUTTescy freely a ithm the next five or 
(even yean The Corernmaat at prssent have a 
large numW of rnpses in tbe TreBfvry There are 
90 craves there Bupposiug another CQ crores come 
m during the next five years What would jou 
recommend Corerniscnt to do? ^ould it he neces 
sary for then to part with some of this silrer which 
Would ho lyiBg idle jn tho Treasury?— Tw I quite 
agree with the suggestion contained in the question 
I think, quite spirt from any proposals which <his 
Commission may make, the position ef silver u pr^ 
carious Any important changa of habit on tha 
part of India would upset siJier It is just bemuse 
It has VO few satnral supports at the moment that 
I gave the evidence I did earlier this morniag 
13,016 I only wanted to ask you what jou woull 
then recommend the CovernmeBt of India to do* 
Would you then say that they mii«t keep the siJrcr 
and not dispose of it as perhaps they would do iii 
tho ordinary course when they were convinced that 
so much Sliver was not necessary? — It is difficult to 
express a definite opinion on the«<i hypoU etical cir 
ciussisoces I hare eapreved the opinion that India 
has a great interest in tbe stability of silccr t 
adhere to that but X can quite conceive ctreum 
stances aruiing m which silver would really bo past 
saving, and if that were so 1 should deprecate the 
Coveenment of India wovting resources in trying t< 
achieeo a probably unattainable stability for tbe 
metal—silver 

13,047 What woold happen at that time to tbe 
silver that they bad* Would not they have to sell 
itf — I should have tl ought that it is not likely there 
would be any great oreasion for selling silver unless 
there was a charge of hnbit as regards the hoarding 
of it in India lieaving thst out ef oi-count 1 d> 
not see why anything shsnit happen nhuh thiild 
cause the Government of In lia to melt a (.real deal 
knu are suggesting that the I rogress of the use ol 
Notes Slight be so great that lees rupees would be 
required in circulation Inless that happened very 
rapidly, the natural inereaso and the natural wastage 
end eo forth would, I should bare thout,ht atsorh 
the rupees that were beiag released by the incveascu 
use of Notes Wbat you are suggesting u that con 
ceivaWy. but not probably tho GeTernmeni of India 
would be in the position of wauting to sell silver on 
an important eraJo 

13 018 Xou say it is rooceirable Supposiag it 
did. In fact, happen within the next seven years- 
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Do not think the Gomrnmtnt voaM be qaita 
m Mihng tilrer then®— t^rlntnlj 
13 WO Routl J*u, then giro any weight to tbo 
intcrosU of ^tnfnra or of my olher ronntrr*— 1 
»houM KlTO no weight to the interest! of Ameriew 
in each circun»tano<-B rot tho »lig)ile«t, but I thowll 
stilt think, if I bal any influence with the CoTem 
meet of In tin, that they ought to fay soice regard 
to the stability of tho tsetal from their own foiat 
of new I (to not suggest that, in any eircamitanees, 
India ehoold pay tho slightest attention to keieriean 
opinion, nslesa they are wanting to borrow- m 
Vmenra There is no olher reason 
13,ttXt There Jiaa been a snggMiion made before 
this Oimniiaiion that the gnntian of transferring 
the Note issue to the fmpenal Rank or to a Ontral 
Dank should >« considered Do yon still boll the 
news which yon put forranl before tbo Chamberlain 
CbmniiMion regarding the (ormitioa of a btato 
Bank®— kes, I still bold tliose news 

13,051 I ee« you said there, on page CO of the 
Report of the Cl iinberlain Ctimmisaion *' First, as 
regards Uie re'alion of tho Rank to the Corernment 
The rreetion of rnrh a Rank as u here proponed 
certainly inrreaees in a sense the resj-onsibilitiee «( 
GoTeriiment " Do you think luth a Central Rank 
would also increase the responsibilities of Gosem* 
nentf— In this pssaage here I an distinguahiog 
between two senses of mpoaubilite, and I am saying 
that in a aea«e it menace the responsibility of 
Corernreeat but that in anolher seose u does not 
I think I ititl agreo with it eo far as I itiU remember 
what * here 


13 That u broQght ool farther on page Cl. 
where in the last paragraph bat one you say "The 
rhoice lies between a deal of respensibitily 

irilkeuf theroogble satisfactory machiacry for the 
discharge of it, ted a little more reaponiibiliiy tn(k 
sneh a machinery "f— t think that fairly repreoeote 


13,0u3 And you confirm that to-dayf^Tea. 

13 0>1 Tea woflld be opposed then, to any tugices- 
lion that the Osatral Raak ahould work abeolutely 
without any aort of direction from the Financo 
Departmentf— I think it u rery dificuliv It it iwt 
desirable The Indian Finance Department is euch 
a rery big factor in tho aituation m their operation* 
that It would bo an indSeient way of conductiog tbo 
Dank not to bo in rery dose touch with them, and 
if you are in eery dose touch with them it is 
impossible that they should net be taking a certefu 
responsibiiitr That had better be faced at the 
outset 

I3(X>5 It has been pointod ont that Centra) Banka 
in important European countries hare rery little, 
if any. Government control. Do yoo Dunk there nre 
sound reasons for haring a different system in Indiaf 
— To which of the countries are jon referring® 

I3 0S6 In many important countries wo were told, 
the Central Bank is more or lees independent of the 
Goremment®— it el] depends whether you mean 
formallv or infonnaDy 

13 C67 Formally*— Ton could not have a more 
extreme case than the Bank of EngUnd, which 
formally is a private companT, but that does not 
in any way represent tho facts 

13ft>3 And there u a sort of pennaaion anJ 
perhaps a vpirit of trying to see each other s point 
of new The Bank of England at a certain lourtuxe 
during the wax did ahsolatdy refuse to issue paper 
without gold backing and the Oovernmont had to 
Bradbury ^otef-I do 
“5'“]* * of the matter 

I should have said, if we are to take the war period 
M ^rmg on it. that it is the Chanrellor of the 
Exchequer who has the last word vn the end 

ff‘« ««rf 

fc« w^ 


13 0CO VDiat happens if the Rank dirrcton are 
opposed to doing it) — The Rark directors bare tho 
|H»wef of miROing and making a great pullio acandal 
about It in the la<t resort but in practice, short of 
a great public sranda], I il ould say that it is tbo 
Corernpionl of the day which has the lart word 
13(k>l Do you luggci* that wbat yon recoaroepd 
for an fnd an Lt ntral Rank has its counterpart in 
any caontry in Iiirope®— I think wo are in a Tory 
trarsitional state in Logland In whiih the formal 
siioation IS more romolo than it used to bo from the 
actual situation That is also tbo case in sereral 
other caunlncs There is a struggle going on as to 
where the eeinilibnum of power should lie In tbo 
loited State* the precise relation of tie Fnleral 
flescrte Roinf to the L'nited States Tnasiiry is in 
process of erolution It is impostible to make an 
up-to-date oaact staiemert of wist it is at any 
moment 


vuiiSTss s iioara o: tnrm— tbe 
Governur the Dipnly-Corerosr, and a representa- 
tive of the Covemmcnl, and then you recommend 
thrw aKscMort as rrprrwntiBg l»e 1‘rreidenry Backi, 
as they were then®— Tltal is all oat of dale now 
13 003. MonlJ you makn the Imperial Rank, as it 
u roDititutod at present, the Oentral Hank, or would 
you start another Rank as the Slate Rank?— 1 Lavo 
not clearly before my mind the exact Charter of the 
Impona) Bank, to that I cannot answer that qnea 
tion now 1 ahonld mjuire to prepare myself on iho 
point 

*endcroa whether yon wenld con 
vert n Bank, which is admitted to be • commercial 
Raak. Into a a alral Rank f IVoald yon eatrvt a 
O aak which borrows bouct, and leads moBoy. and 
0^ branches an over the eooalry, aad la fact 
which has the largest number of branches la tbs 

13D13 R*6»r0iBg the ratio to bo fixed, IthiBk you 
say IB paragraph 9 of your memorandam that you 

13 0fl9 No ratio at all*— No 
130-0 At wUt rate would gold be tendered to 
CovCT^nt®— It would be possibta for the Goiern 
ment to fir, as I think it used to at one time a 
boyioR rate from time to time, which would be in 
suiUWe acrordanre with tho actual exchange of the 
moment I woold leare tho Corernment to fix ita 
b^ng pneo by enactment and aot taro it tied to a 


sowi uy enactment®- 






13 072 n, b-H- r-b tb- -rtion to bo tho —1- 

li ib.,b">ir“i '■""i'-Ti- o«.t.oo of tb. 

"? S'" " "“•‘I’ II" ««• 

■'""s " S'l t£i 
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1'} 074 Do ou si ara tho v w that n the past 
pr ces I are hoen reg latcd braall hj tlo sn] plv 
of gold a a lalle® In jre-wnr dijs jes hut « 11 
mod ficnt ons I tl nV tl e gol 1 reser ea n 1914 uonhl 
ha e bceu mu h loss n relit on to ) es f the Soatl 
Afr can goM had nob been pour g out s n e 1900 I 
tl nk tl 0 S uth tfr an gold d d not p oduce Is 
proi orl 0 al effect on pr "es because tho Orntrat 
Bank took ad antage of tl a g eater ease w tl wh ch 
t] ef CO Id get gyild to ncrcase t) e r rcserres o oro n 
proport on |1 an tl ey no lU have dona f it hid bee 
more d Sc It to do so B t 1 agree that before the 
war tl e supply of gold d d eier se n don nit ng 
nflue ce o tl e pr ee level Before tl e war ho* 
ever gold was n c rculit on n miny counlr cs so 
that tho reg rements of gold in c rculat on had a 
stronfi CIS al neina with tho level of pr -os Now 


13 07o Vou do not ant c pate any large retnin 
of gold to 0 rculat on? — No I do not nio one 
ro ntry vl cl a in a pos t on to put gold into 
c rn lit on thout any cost namely the 0n ted 
states doe not n pract re find tl at a used 

ex -ept 1 te I m ted parts of the couirtry The 
greater part of the Un ted States wh ch u gu te 
free to se gold if tl ey want tg do ao do not 
13 0 6 If pr c«a eon bo kept steady by t • control 
uf Central Banka rrespect r« of the supply of gold 
tie lually opan to tt em to ro so or lower pr cea 
if the 8 pply of gold remans rt«sdyf--1V th n 
i ni ts 1 slieuld neb have g vsa the same answer 
if the fimount of gold n quest on had been ten 
t a es as great All tl e e tl ngs aro w th n I m ts 
b t tl ose 1 in ts are suffi entlr « le to allow of tie 
absorpt on of less of 100 mill one of gold If yo 
an deal g witl lau h larger sums it is another 

13 0 Ml at 1 om com der ng s tho prospect of 
tl e world s pr cos be ng pract cally in the hands of 
tl e banks or other anti or t os wl I control the 
? lume of currency Ac ording to your v ew in ll o 
future world pr ces wUl pract cally be tnanaged 
1 1 «?-.! tl nk ao 

13 0 9 kou th nk they «ould be tnanaged by some 
sort of intermt onal ngfoement or internet onal 
Conn tto«s— I shouM hope so hut I think we ere 
a very long way oil that kou enn hare a state of 
aSi ra whore t o level of pr cos a dependent upon 
tl « act on of banks even althougl tho act on of 
I anhs a not taken ndneedly or a collaboral on I 
th nk the dom nnt ng nfluenoe at prevent le the 
tedernl lleierTO Board in the Un toil Btates end 
tl e great d Ificulty n the wav of an extens o" of 
t rnnt onal co-opernt on s tl at t muit mean the 
I cderal llcservo Board voluntar ly res gn ng some 
port on of ts present power Tho proeent pel t col 
cond t ons n Arne ei are sue! that it WDutd he 
I Ific It f"r t to do that It s already open to 
Uo cl arge of act ng contrary to Amer can interest* 
ndor internal onal nfluen wa Although I tl nk 
that charge a completely unfoundnl it u tlo eort 
of tl ng to wh cl 10U hnro to pay some atient on 
I bel evo *0 could I ive n great mensnro of ronirol 
K n internal onnl body of hanks at Ui s moment 
f tho I rdcral Beecrvo Board was preparod to 
s rremler some part of la rre«ont power I lo 
ol POO I do n-r that eaa ly 
nO*9 B t look ng forward as other oat ons 
m hick to n gold stniNlarJ presumably the 
wnrkla resorres of gold w 11 bo d str boted more 
« <1 ly tlnn the ere at present*— I do not hno* 
that Ihcr retd be. 

13 0S(1 lou do not th nk Ihev wll he*— ^ot 
necesaar Iv If you bod a perfect p M standard 
ro would not »cc<I *n sold at all If yon bod 
perfect nt mat nal co operat on it would ho an 
necessary for anrono to have ant pid reserres nnd 
os yo 1 lend f rlher and furtWr n that d reel on 
the smaller a tie |act wh h goU reserves play in 
the matter I th nk I s ikms bio that we shall 
erentually inoro to somet ng wh ch we roll a gold 


standard lo which actual gold plays scarcely any 
1 art 1 ( taoua ly ba e been ogn nst that I art ul r 
eiolat on boesuso 1 th nk that the task of pay ug 
1 p serv ce to gold greatly aggravates th d ffi ulty 
of the techn cal problem but n so far as ntcr 
nat onal co-operat on is developed tho a tent un to 
gold w U be more and more m tho natu e of 1 p 
serr ce and it n 11 be more end more a matter of 
nd fference os to wbat gold reserve any g ven 
conotry holds I th nk thens it U be anx ofy on tho 
part of countr es to savo n oney and to have as 1 ttlo 
gold as poss b o rather tahn te have as much as 
possible 

130BI The regulat oa of pr ces will bo uudor 
some form of inbernat onal control* \es but I 
th k It will probably be n rati or a loose way 
such as 1 ban been ea^gntin^ n t e ro b oS India 
Certa ly t would be in that forn Crit of nil fbo 
tabular standard would como later In tbo &rsi 
nstan w t *oul I be a ootrol I n 1 

at are d ng major movements It mould not bo t \l 
to any pric» formula 

1308 Tlat would be the internat o si pos 1 on 
Mhat I n derstand you to rccommcnl for Ind a s 
that she alouUl sta d outs do tf— 1 1 k tlo s uul] 
wa t and see None of tl eso things ubcl *o lave 
been d scuss ng are really in s g! t at j resent Tl b 
actual future of tl e gold standard I th nk ii qu te 
uncerta n at the tsomsot If J was n Xnd a 1 
should w sh to wa t bo og under no compul on to 
make a chaege ust I 1 saw wbst Lopponed Mo 
are in very early dayi at present It is not a yesr 
s nco tb s rouBtry camo on to a gold s andnnl an 1 
I Ih ok It a needlcsily rftsl for a countrv wt I Las 
ts i borty to take a moveu ent at all at tl « ni e t 
23B93 You do nut want Jnd a tote heiKlf to 
world prees at present*—! do not sec «ly sbo 
ahould DO 

IddSi Later on it would ba open to Lcr to reno 
nto t • fiternat onsl pool or not?— kto a I f *ri 
nleroat onal pool was under aer out d >r »> un I 
th nk India ought to bo represent^ at tbo eet ngs 
and ought to be one of tl e pari es to it b t 1 th k 
sbo ahould go to that meet ng with a free ha d 

Mill regard to your rccuzomcndat on that 
«• ^ouU pract cally ma uta n ) ast pra t -o I tl k 
you toodihcd that to some exlent in your ni ly to 
Sir iNirsbotamdas Thakurdas when you sad you 
would have no legal rate of cxclingc hinl by 
statute*— -Tes Tl e old pract r« was to bare a legal 
rate one way but not t o other that a to say a 
legal rate at wh ch gold waa accepted but nt lo 
legal rale at wh ch a woi pa 1 o t 
19 08C Tou would not recoaimcnl a I gal rate 
both wayaf — No T stioutd prefer to hare 1 berty 
both ways 

131137 Do you contemplate uni ra ted sail or 
reoe pts of gnld or gold sxcLango under tho system 
you recoDunend* 1 vn I just oxpla n that n tho 
past the amouBt of gold or furc gn exc! an|.o to bo 
Mid o tho shape of reverto counc U was an 
nrl Iriry amount fix I bv ll e f o ernn t It » 
been austysl 1 to ui that n a new ti l 
lim ted amount* of foreign ex<1 mge should bo 
provdedf— T th nk tlat Oioy shoull be pr v Id at 
the rate that was fixed for tlo nom nt SupioM 
U at tbo rate was Is (kl I woukl >111 ex a go 
freely at the appropr ato party w« t at lut I 
aoutj ma nta n lie 1 Uriy to alter it I th sk the 
av ten ai I I all after | ear f ra n ni. 
ex bango waa tl nrm gl Iv v Oi I am an «-Itn rer 
f ll L n 1 I ralam . « n f r. as a • 
wh ch you tr e<l to wo k out rather careful y what 
rose vea you requ fed n order to meet ll e max mum 
probable flu luat on of Ind a s fore go trade pos t on 
w th n a abort per oil and then nied tboee reierre* 
froelr but I ahouU not make great sacr See* in 
order to prewrve an exact P»nly of exchange I 
for etber r«a«orui t did no! th nk it was worth 
while 




IlO^AJ COMMISSION ON iMiiAN rtuirNr\ wn riNANcr 


nfr’i I umknijirtd fo<i vouM htta iia ( n>t in 
krlliog (nrpisD «>^rl sncn until || Vrktnu » qUMllon 
nl ;; ti>u rntn*— \n, liruS 1 »hnull ttronci; 

in faTiur c' iiiakini; nn; >lu<raiiin nnt r«U*trO' 

ikiiTsIIv kut If iTslI (Ircrnr* I( thctci wr» 

irt>liealioa« tlat tl'ro «a* B‘'>ns to k(> > 
drain, I »bo'iM lo»»f tnf rirhan, i* ky H 
1106'* Ini nouM w'wr Inform lli« pnMio lo» 
far yo i «tr« rnm;, to *lt»r lt»— No b«<-»a»i» I 
tVonV] not Vnnv myiolf I acTM that tti« ok]«<i>on 
to that i« that JO I may haro bar »pp««lataon 
ariaing loit T think yon mu't hars taCriontly larco 
n-.rri.s to U aM< t< l-«k afirr Hal Tl at ta a> 
• ith any arranKoirrnt of thu nort 
ISCCO MonU not it introlora an «e MralU 
«'I<'TiM‘nt of uno-Hainly in tra-U an«l comnMrrr** — 
tl i* t>r»1o«irahI* t>«t 1 think it i< mt ao unitraifaUa 
aa the nnotrlainty of jinooa I think it la an #»it 
13 091 TValioK with th« tvg row-rvoa, tb» r*r*'' 
rnrrcncy rrvrtn ani tie cnVl itaftiiaM rnwm< yon 
hara taxi tiat tho forrinr i< in*«n<tM prlTanly for 
inWoal roDToralon and tlw eih*r for mocoal 
purpiiviF— t rail ihn iilirr in th« paf'tr rarroncy 
rr«*rrn wai intnndnl for internal jiurx>«e« 

13092 lor internal purjKiw it it only tho ailtor 
in IK® retirm that wouM b* miniftti*— In otiW 
(layt tho amount nf aterlms laenritiei in tbo pap»r 
iiirreney rovrre wa» Terr Inina It it tl» in 
rrrato tn He aterlina veiritiet m tie | afer 
ntrronej retarre ahieh hat tliRltly biarr®! th» dit- 
Unetion »kleh n»e4 to bo rlrarer lortaerly tbo 
greater t »ft of tbo tterlira reMOfwt rer« in tbo 
gold atan>laF<l reoerre Them nti tomo eokt, it it 
trite, in t* « I ayor eurreney reaorre tihleh you subt 
h"H at torrin* tS« o'ber pjrpoto but Iho balk of 
tbo paper furieary reoerre *ai rupeet No» iWo 
It a grenter r^'T^^t"’" ef 'So ptjer earrtney 
roaerrea vhirh it a a) t b® arr It fcrM for 
(•aUrnat piirpoto* at tha dittinetion it not to ele«r 
M it tl***! to bn. 

13Cf*3 1» it not a fact that tha paper curroney 
rvterro aertea a ilnal fuaetion in hoi line alter 
reaeareca fi r Irternai parpnan aixl hoUiee alao 
a centHleratte amount of roU or itertinR teaourcet 
for etternal porpoaei*— let 1 tl ink nev that it 
lo— that part of tie paper irurrtnct renerte mutt be 
rerkoneii at bcinR a reterro acainit external dram 
nail Tie onlr dlitinotion l•ettrren the «« i 
revrren it that one it trainlained for tea purpotet 
and tho other it maialainej for one purpoii>*~ 
Fxrept that you Into thit oontileralle tom of 40 
miUiont tterlms in tho poU ttanlani rewrte ebich 
1 ) freely arailablo triti out anr rrarliati upon any 
thinp and which ton can ate untrammellnl by 
Tstiot or rulea of any tort 1 think that it a pieat 
ailrantace In the use of tho teennd lino of year 
reserto for cslecnal pnrpotea which it in tbo paper 
currency reaerto you are more he-lRcd about Store 
orer one weuld bopo that it woull onlx bo in tery 
exceptional eircumrtaneet that that aownd Iioe 
wouVl bo in queatiOD 

1300o \nuch are jou callmp the firrt lincF— I 
am calhnc the KoM itaixlahi H « firtl l,ne b„t | 
tnxj bo talking old fat) iono,i lareuxs" becaoxe f 
hate nitire-l a tendency t* ki,i, il nme.oi of Hal 
abwiutely fixed in recent | met an.! a ereaUr 
tnUingnexs to fluctualo the «(erl ng rereurea of the 
paper currency reaerte I think the nMfatliionod 
method 1 ' bettor 

13 090 In practice tho paper currency reaerto ia 
used as tbo firtt line and the gol I tUndard reeerre 
IS kept as an nllimate r«serTo?_That a so laUly 
But I doubt whether that would bo done if it were 
a matter of as important morement 
19 007 Ton would rather the gold etandaid 
resorte uted as the first linaP— Tes am] I think it 
would ho used first if the Urge nimj wore inyolrri 
orer a abort period I do not think you ean argue 
from recent custom what would fag - — — 


13<y>1 Is the piereorar Jam which you wmie far 
the Chatolwflain (VmmitiioB you rwrotrmerjeil tiat 
tb« paper currenry reeerrt ahoiM U made oTwr tn 
a tank but that U^e eobl etandard rrw-rre ahonkl 
t« retaiM>l by Corernnent*— See | had forgnlUn 
tbal 1 twremirendrd Hat It depcnlt upon tb- 
nslarn of the rwpossH ility I Ibink in tbii llepnrt 
I waa contenptaijng H.*t ix* Co»eriim»Bl wmikl (m 
uiwWt legal pMeatien to maintaia rxebarge at s 
Ct»l ffiure aM ] tl ink t reeomnwprjol this as a 

rarw>t<ienr« n( that 

nan U woalJ not qaiu Cl in with your Ibexjfy 
that the gold itanlaril reerrm ibisokl 1® nwr] at 
the fmt lino af drfenr«»_See J am of opinion 
that it w»«H (Mcaoee I was rortempfatirg {a that 
Report that the le^al liahi’ily in relation to tf-e 
rarreney wnubl rMnain with the Hoirminert 

into The bank wouVI I» pwrely rewponiille for 
mamlainin* the internal roniertib lity of the NoU» 
—No 1 abs not think that eai my recotmaerdatton 
I not snrty I barw not fw*<! thie through quit" 
fweewHy If the (I einl... o, wi.b |o know pal low 
iBimh 1 boll tn 0 „ I ,}„obI her. tn rea-l it lhr.i«gb 
11 101 I merely warted to know wbeH.er you sti’l 
boll tbal if a reniral hank were eo«s*ilaud aiul 
enirostoi with t*.a. NoU lias, the reepori litily for 
maiotaining etrhangw shoull remain with the 
^eeffimeat and not I® impasvd os the bank*— 
There are two puiola 1 sheuki like to mike atasut 
that SVlen I *M wriliBg this I was conteiBrIaliPs 
that Ibero wou! I U a legal nine of the rupm. in 
term, aif »tert ng and that tU re*pen.ibllity wogll 
on the Coxemmetit for prewrring H at I wai 
ale» making (s a aenee a comrrotrii# argseflMS 
Wauxe at that time tnatia was ttbrb farther from 
the restral bank idea than ibe it nor Tfcere was 
tb- eempHratiet, pf if* VresKierct lUnkt and »s 
forth I *M IB a position of d, fruity at to bou’ far 
it-JJ rerommenaJ that tha Gofemmeat 

shouM hard etwt to a Wy which was Hill tins 
ells'll the r»»r«Biihnity for keeping li, J,*. to 
to apeak Nov there are two rhangea I ata oat 

eti »»>rn».n an e.nrt rate of rxchiTje 

^iral bank dirertioB »o it |i teas expenmenlal 
TTjerefore 1 tntwwr thu point with lest coaCdem* 
^at ^ Caal aniwer wouVl be woakl depend upon 
qaeetioB ,uit ho» the Oonrnment was 

niTT'.i" l-nk If as attempt was mwlo to 
pretend thst lb* central bank was anmethme 
independcBt of the CoTernoeot, I should still be 

wrrxni. of gi.mg them the whole ef the final ree- 
r»»«»bilitf fee ti, exchange but if the central hank 
* •dmiaistral.reTy an imTcpemlcnt entity 
"♦ ertheira is a sense a fall orgaa of CoTemB«-nt 
Hen I ^euU he iscliDed to wntralise the whole 
thing aij to put the whoU matter in the hands of 
tbe bank Hot 1 eeuld not giee a final confident 
ansyr unleei 1 had before me the precise proposal 
M to the relitiena of the new bank with the 
Ooxernment 

11 IW If tbe hank were not entrusted wilb the 
reeponaaility for maintaining exchani.e there ni;.ht 
0* some conSict between tbeir dueeual police ami ibr 
exehani^ p liey of the RoTcrnment might Hx-m. not? 

1 think It wouVt be most important that Ihev shn iTJ 
bernmoing an agreed policy wherexer the fna! re- 
al oMibtlily lay It woiW be hopeless to hare Iho 
bank re^iuihlo for the du*<x>iint pot ce and parsuing 
n ItM wt icb was not in areonlanee with the 1 m < f 
HoTreasury in their resiwraibilitT for exchange I 
agree with that eomptetcly 
18 Ita Then there wdl hai« |o bo either cemi lete 
ree^uibiiity or eomplele eontrolf Either the bank 
^ **>• Coxernm ' 

tml the discount police of the bankp- 
eense that it true but at any rate ■■ 
ditions ami I should haxe thought i 
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iheir respectiro spheres of responsibility aod o{ power 
and yet necessarily always work together It la the 
fundamental question of the relation between any 
central bank and any Treasury In a aenEe in any 
country it is quite unworkable that the two should 
be in antagonism Therefore you might say, aa w 
logical consequence of that, that one must be in 
subordination to the other, but I hope that is not 
true in practice, but that you can hare two bodies 
neither of which is subordinate to the ether hat 
which must always act in co-operation with one 
another It is a diUmaa which you get in other 
spheres of gorernment ily now m this country of 
tho future of regulation would be that the Treasury 
and the Bank of England would be neither aubord 
mate to the other but would alwaya he pursuing the 
same policy That may sound impossible but 1 do 
not think It H 

13,101 IVhat I am trying to feel my way to la 
how your argument as to the ramng rate of exchange 
womlj Jt m wrfi ftSr pnsinxrsis wdiot dwrw dwir pveJ 
before us for making over tho responsibility of main 
taming exchange to a central hank ft would be 
simple enough to make orer that responsibility if we 
had a legal rate et errhange which tho bank woold 
be bound to maintain bnt I do not see qoito bow the 
future arrangement would work out if the rate of 
exchange was yariahle— Tou may pretend it u the 
liability of the bank, but if there is any doobt as to 
tho power of the bank to implereent it tbe Corern 
nent comes in at once I think it was always con- 
templated under the pre-war srraogenient that India 
night he subjected to such a eerere strsio that she 
would hare to borrow The moment there u a ques 
tion of borrowing the credit of tbe Goreromeot cornea 
in I think the notion that tbe Gorernment can get 
rid of responsibility on te the bank, and that that 
aioidance of reipowbility can continue not only in 
good times but in difficult timee, it a misapprehen 
Sion As soon as any real problem arose the Gorem 
ment would hate to be in such relations to (he benk 
nguin as to make itself responsible, because tbe bank 
has no tiUimaU authority of iteetf 

1310j Ib any case I sap/we Gorernment would 
retain tho responsibility for rarying tlie rale of 
ehnngo under your stlietoof— ’Ves I conceive a cen 
trai bank not ns something whuli w indcporideot of 
tho Gorernment in the sente in which a Bombay 
cotton mill i* independent of the Gorernment, but as 
an orgm of the Government which has 0 certain 
independence of tho executive that Is to say, that 
it u not a suboixlinate department of tho Treasorj, 
lilt IS an organ of the Corernmeat on a lerel of 
anthority with tho Treasury I think there is opt to 
be a confusion between theGorcrnmeiit as aeorereign 
Mr e^ttine nJ of rr^ponsibiUtr, jod some portico 
tar department of Gorernment like tlio Finance I»c- 
partmenl, which nt present has reeiionsibitity, haring 
less responsibilitr I think the ehango would mean 
that the Department of Finance would hare less re- 
HOiisil ilitr than it has now. bnt the Oorernmeot of 
India in a broad eense, would hare jast llio Bsmo 
amount of rcsponsibilily as it has now It is im- 
posEifalo to conceire a sound system in which your 
central bsnk was really a prirate thing and was net 
subordinnle to tho sorereign instructions of tho 
Government 

13 105 I just want to dear oji that last poiut I 
pul to yon In any case the rcvjMintibtlily for rarr 
ing or altering tho rate of exchange must rwl witb 
tie Go\ernment»— It might rest to outward appear- 
ance with the bank as an organ uf Gorernment bnt 
I shouhl not bo able to conceive a situation m which 

the bank could fluctuate the exchango contrarr to 

tho wuhes of tbe supreme anthontr of tbe Gorern- 

IS ID7 That la much the aamo thing Tho CoTcra- 

menl must retain rceponaibilitrf^ — It seems to lae uu 

thinkable that it should not f cannot imagine India 

haring a central bank which could say 11 at tho ex 


change should mote a penny, when the Viceroy in 
Caunci! was of the opinion that it should not 

I3,I(e (Sir Benrv 6irako,eh ) i would refer you 
to lara^raph 4 ol your memarandum where jou snj 
roa do not laj great stress upon the withdrawal of 
103 miUioDS sterling from tho currency reserves of 
the world Mould your opinion bo oriiliangtHl if rou 
also consider thnC there is needed, especially in more 
primitive countries, nn addition to the currency 
acinoallyf In that connection I may juvt say that 
before the war there was an annual addition to the 
currency in India of something in the neighbourhood 
of dO todS croref— If this figure of 10 1 millions is iii 
fa«t too small a figure — if the actual figure is much 
lotger — that would affect me, but I think it can bo 
somewhat larger without affecting me If you mean 
that tbia la a miscalculation, that what India woiitd 
really require would ha a very much larger amount, 

I hoold hare to reconsider my opinion 1 was taking 
this figure na a good estimate 

2 sirssaft >t it a frai 

I auggeai that in addition to the 103 million sterling 
which will bo needed to stock India with A go! I 
euvrency there will be needed annually an accretion 
• to that ouTtenry*— •Within the next 10 years® 

13T10 Is the past there has been an annual 
•cerelion to the currency of India of something in the 
nrighbourbood of 20 erores?— I am not clear whether 
you are soggrvting that India will need for currency 
purposes mere than ICG isilhens m tbe flrsf ten years 
13,1I1 That is so, I do suggest that —If the figiiro 
>a very much greater 1 should bar* to reconsider 
what I bare been saying I hare been speaking on 
tbs boats of (he 103 nilliona hriog rougUy right 
I3,1T2 If, as you SDgsr*t >a a later part of yiiir 
meuioraBdam, owing te tbs severe fall in tho pricn 
of silrer a country like Cliina might switch over to 
the gold standard, that would obviously require s 
further withdrawal from the gold ciirrcncr riaerrev 
of the world Voutd you in that case also bo of tho 
view that it would not affect the purchasing power of 
goldf— I agree that a point romes wlieii you reaili a 
ffeufo so forge that it wosid be difficult to supply it 
without a cliauge of policy, but I think there u a 
fairly widle margin f agree that if you were talking 
ahout 500 milliona it wotiUI be another matter 
IS,1I3 To go further you said in your cridcRco 
that a withdrawal of that gold need not affect tho 
•upply of credit and gold pnres I suppose you would 
■Sree — la fact I think rou said it — that the revvrve 
needed to assure the cxlersal value of a currency 
IS tbe sisovst of fereign payments which have to l>e 
made on balance at any given time* — \ftcr makin,: 
eouio allowance for what one can borrow at short 
notice 

13114 That 11 to say, the gold reserves in a i,oIJ 
st^Udanf country bare to fio big enough to enabra a 
temporery ailrerso bilanco of trailo to be nghled 
the orthod >x means of contract ing Ih' cnrrcnrv 
have their jdayf — Except that I shuulJ cxpcil eoun 
tries to fold foreign balances as part of their retirve 
— at ativ rale a good many of them— as they di 
wlreadv Tho measure of t) o gold reserre you must 
kerb 13 what you require to meet abort periol fluc- 
tuvtiona after taking account of any foreign 1 nlancea 
(hat yoa bold and a cimu-rrative ealimato of wbat 
vox can borrow at short nolico 

J3i15 You would bUo sgree t1 at the greater tb" 
vofuine of traife of a country tl,n greiier ihc poamf I- 
temporary adverse balance «f pavmcni® Escej t 
tber* acc „anT other fsctnrs Tie varial lily of 
Indian exports at compare,! with Ilriliab exporu u 
Rveuier then in proportion (o tiK'ir absolute amount 
13 m MTiat wouM l>a lbs psychokigical effort of 
rejucrsg tf« (wif bofaoce. fieff* If «hn r/ew <• Ml 

that the gold reserve ibonUI bo h g eoouih 1 1 r ...1 1 a 
temt^rarr stlverao bvlvme of paymenla lien it woul 1 
be an ease matter to in U<w the enrrenev anil r,t><^ 
iu tJrt gold itandard countries to rfnjww llcir gnti 

secontv iwervea as you anj-gnt*— f ibmk that the 

Jsu^er of (bo ceniraJ banks yvnoitig wist J 
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rpgArJ u a *nil thrrcby alloiriiis 

a nithilrairBl of euUI for Inilia to hare tnore effect 
tiiBR »t nct'^, ra a very real ono 

Rut liiimnn nature «bat It u. vouM 
they not feel extremely unenay if they aaw l^>r te- 
rertivi •IwiiuRe to a pnint wliero they felt that tfaeir 
ad\er50 balatifo of payment cflull not be out! I* 
not that a factor vIikIi rrauUI haro to be tahen into 
ne<‘<nintf — I contest that the peraonalitica of the 
central hanla of the world do alarm mo 

13,113 It >a not only tlio central bank* hnt tho 
Reneral public Dare not the Renerat public a Rreet 
deal to «l<i with it? If iho general public bc^mo 
alanned when they xaw that tho Rold reacriea were 
(Iwindlini; would they not iraneiliately react to that 
position? — I feel that iinle<a iher* w aoitio rbaiiRe 
of opinion in those matterx we are done anyhow Thia 
does not seem to me a. latRer amount, epcead over 
the period that it is, than nmounts wkicb will often 
be coming along Pofnething that one ennoot pre- 
dict will ennstantly pdt a (train comparaMo to ihia 
on \bo RoW atandavd, ar*l \l the Gosetrinta ot tb* 
Central Uinka are ao ^zed m their minda aa l« what 
proportions they want arul are (o nnwilfins to use 
their gold reserTre that they cannot aoeomnuxiatc 
tViemrilves to a dernmd of this magnilude, 1 do not 
seo much fntura for the geld etnndnn! 

13,119 I think yuu have said that if ideal con- 
ditiona 111 lalernntiuiitl trsde were to obtain then 
jon coull afford to reduce your gold rcaerveaf— IKW 
I am Bsaiiming that in that ease the practice of 
lililing foreign balances would be incresacd 
13,1^ S tsice It that would mean a lone process 
of cduealion*— Tea 1 tbink it would, and if you 
eoiiccntralo those bnUncee too ranch in ono place 
it a id) to your dangcri in a sense, becauao they nay 
L« withdrawn from that pive, and ni regards tho 
place— fer etamplo, !/om1an— nluro foreigo balances 
are holl on a larga Kali the re<tuiremenU of that 
place (or RoUl aouUl liS ereatcr, I agtee 
13 121 kou would not think it unressonabte <t 
people did attach isiportance to tlio hnhling in Ihise 
circumstniices, of suUtai lial gold balances to siwuro 
tho external value of their money?— I should tl mV It 
foolish if tiiey held these with the idea ef neves 
using them 

13,122 Then, in the next pirsgrapt, jou draw a 
picturo of a bnnkcr hk'in« to pay out balaneee due 
in his customeni If I uiav I should like to evsn- 
plele llie picture If you had u big creditor of a 
Rank uithdrawing Ins balance for tbo purpose of 
buying let us say, a collection of old masters and if 
the bank for that reason had to curtail credit te us 
other eustoBiCTS tii on whom the trade of the bi,; 
depositor depends would not tiint hit the hiR ib* 
positor? — I think the big euslonier nught he 
well advised net to do it but I think there are 
limits to the extent to which bis hanktr can proa 
that point oil him 1 think ho would bo entitled 
to resent it if Ins barker pressed the point 

13 123 Tbnt is to say greatneas, even in the 
mailer of 13 nk balances imposes rmpaissibilities? — 
I hate exprissij the opinion already that India 
Wi iild be illadiised to press for tbia I thiik it 
■niiulil lx wroni, of them to do it but St Mcma to 
me Id etrike at tho root u! international hanking 
if we niahe nnv difficulties 

13 12-1 Non to turn to another point SnppoainR 
India was content to link her price level to gold? 
What wiuld be the cTitenon in your View, when 

stnhiliM periuanently your exclisngo? — I dionld take 
something as near as poss bla to the exwting 
situation 

1312o That 18 to say yon would examine whether 
internal prices had sufQciintly adjusted themaehwa 
to the external valie of the monevO— les 

13 126 Ro aou see nnjllwiig in the pomt vhiek hsa 
been put to ns by a nnmbcr of witnews that to fix 

the external value of the rupee at la fid would 

diniago certain interests especially those of the 
ciiUivitor and exporter?— As compared with? 


. in 


n 127 MilU a lower ratio’— I think whenever you 
rrlilrarily alter tho exchange you benefit aomo «n- 
iMcsia »n I injure iiOieTy 

19 124 Rut at thia itace? — 1 hare not examiDed 
(ha ICrel of iricv* in India in detail recently, (Mt 
»o far M my knnwlolgo gora I xw no iiijuattco in 
taking alxiiit It bl 

19,129 kou are aware that llie Cxthongo hits rulcil 
nt la fsl gntt ever since thisroniitry went back to 
the gcdl standird’— I am nnt a* are of tho exact 

19190 Rut can one not iiippoMi that during that 
period internal prirew srmild hare aljustcd tlicBi- 
aelre* to the U Cd f— I think it is rea'oliahla to 
expert that adjustment to this figiiro u fairly rom- 
plete 

19 191 Mhai would bo tlM effect if one wero to fix 
the eitecnii vatua at Is id bating regant to these 
rirruiUMtances?— tf it is true Hist things are mljosted 
to Is 0,1 , one woiihl N« intmliiciog an ar! itrsry Jis 
lail«iiu« which t shout | very much tU-prerale 
It 992 Tliere is tlve ijorstion of tlio boanling «t 
morry in Imlia I lake it you will agree that tho 
hoanliog of ninmy is I’ltrimenta] to fnilis a 
lerrsti frnni every point of new * — 9es 
19,133 R»lh from the point of new of managing 
Oecurrrnrv and ako oeoflomicallyf — Tea 
19,191 CV’iiM ywi auggeit a way of eslocatlng the 
peo| lo of India to board in things other than precious 
n etilaf— That is a very old pr^Icm 11 u erideist 
tlst India IS ahaorhing a very isueh greater volunie 
it aecuritMw than used to be thought possible 
fverythiog that cm t* done to oneourspa that oughi 
10 be (lone ] l ) mka as though in recent yean great 
progr«si has been made I bare nnt the Indian 
rxperiinco that aouki enable n a to make aiiggealiiini 
13 133 You woakl say that to otkr India a gjald 
rurreney would net bare anv effect in that direction* 
—I cannot si-e huw it couU 1 ahnul 1 have thoaght 
(t nouH lead thootlier way, if anything 
13 tCC You stoiilil say, 1 suppose, that to Rise tliewi 
a goll eurrenry in India would not teach them any 
Ihiag?— I think it IS a rstrcigrnde measure 
19197 (4»r Ttntni’lratiiilh iltnilrrjrt ) I iind v- 
stand that yoiir rbiet oljections to a gnid currency 
xlieiue are, finily the disastrous effect on its value 
and secondly the opposition of silver inleresU’— No 
My (ao chief objections are the effect on tho silver 
narlict, and tbo cost to Irdia 
13 193 T>id you not also lay atrexs on the interests 
of other countries being affected m nnywayf— 1 lay 
very little stress on that The tao poinU I Uy 
stress Ml n»» C and D i» ray jneiaorindum 
13 13!) The boards of silver in India nre principally 
composed of com, are they not?— I do not know I 
aluayt understood tlint iliere was a bigger store of 
silver nob in tbo sViapo of com I am not aware of 
ibe relative magaitudes 

13 110 Anyhow, wo have been told by tho (lovern 
laent that in addition to W crores of ailier in their 
veseno there may ho estimated n maximiim o* 
Its 100 crores with the pnblic? — kes, but I lim'not 
aware of nhnt tho estimate is of the anionnt of sitver 
hoarded not In tbo form of coin 
13111 The prapoaal m the Memornmlt of the 
Tinanco Department is, that even with the inlroJuc- 
tion of gold com and a gold standard, the silver 
rupee would remain Icgnl tender? — Tes 
13142 Tho silver com and siUer rupees are 
iseiierally id tbo bands of tho cnltivators, who number 
•24 millions out of the total population of India of 
S’O millions Tlieso cultivators, as you know, will 
i»t be able to exchange their ailver for gold coins 
for two rensona lir»t of all dividing up the total 
silver coinage between these 224 millions of culti- 
vators we find that rich mnn a share comee to nloiit 
5 rupees Taking an average of four persoos to a 
fwily a sum of 20 rupees is not big enough for 
to go and change it into gold Also 
sieul for tiieni to d > so as thev want 
cr hoards m times of necessity They 


them t 
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wants to go through evorj »tag« »ho haj better 
start with cowries 

I only want yonr opinion on that point, 
because it is an nrgumetit that haa been pul to oi 
in IrxSiaf— You trcaii the idea «s that India U lo 
begin be Biaking all the mislakea that It l« poasiMo 
to make, and to adopt in turn at! thn ohaoUlo cor- 
Tonaes 

13 IM ’India has bi-en on a gold esehange ilandard 
UnRlanl has now rsaclud tlio gol I Meliango atandanl 
practifslK ll baa l«een suegested that India, not 
hiTinR gone through th" roM ciirrcncr stage, ought 
now to go through the goM eurrency stage m order 
to fatnilisnse her people with the gold ooinagef— 
NoIhxIt woull make the same proposals u regards 
cotton reachinery or tnotor cars, would theef 
13 ICC I am glad to ham joor opinion on that 
point In connection with the ratio of exehange, 1 
think in olden days you farouresl the jorereign aa 
l»ing the RUitalile coin on the Is I! hasisf Fnppos- 
ing the rnlio u a1tere<l to Is <V) , what is your opin- 
ion in that connection nnwf— 1 barn not thooght 
roui.li about that AA la 6>1 the soeeteiRn «» an in- 
conrcnient nnit I think you wouhl nessl a goI>l 
com which represented a innro conrenient numl<t of 

13,1B7 Tkoes that suggest to rour tnioJ an Indian 
gold coin-^ither a 10 or 20 rupee gold com*— I think 
of this as a mere matter of eonrenience t hare no 
particular feelinc one war or the other 

131Q3 Hare enu a feeling in farour of a high 
ralued gold coin?— It depemU on how serious you aro 
in your wish to get gold into circulation If you want 
to get goU into eiTculation I sliaaM hare a telatjeely 
sniall unit ssy 10 rupees or less If eou hope the 
peoplo rill take m little gold as possible then I wonM 
hare a larger unit 

13 ICO Your new m that coanectioa would bo that 
India sliould therefore bare a large eslaeil eoin*— t 
won1d hare as large ’a unit as possible, beeause the 
less gold Cows into cirrolatiao 0 o belter 
13 17(1 In the old dsva it was really the aorercign 
that cireolateil more than the half-sorereignf— I 
heliera so I believe there were hardly any half 
tarereisti* m India 

13 171 t gather from your examination that yen 
are prepared to give India a gold currency prartio- 
ally in order to pUcato Indian opinion, and even 
aUbougli Indian opinion mar be mi's^ided Mow 
■to yon nrrire at Indian opinion* \oa aaid you 
WTSsswd at, st, I tbswV, by rewiswg swnvm pwVoaw- 
tioDs, but do you recognise tbo differencu betweeo 
opinion in India end opinion at home with which 
yoii are more familiar 7— Tes I do not pretoni 

t,> assert as a fact that Indian opiniui ks in farour 
of it 1 mentioned it because it is often aaid that 
it IS and that seemed to me, if true, the tnosi 
solid argument I hare hean] in {aroDr of gnlii 
currency Tlierefore I deroied tUTnolf to anewering 
whnl seemed to me the moat solid argument Hut 
■t may bo that Indian Opinion is not in favour I 
am only going by the type of communication which 
this Cbnimission has probirblv bad in large quan- 
iities nad which I also receive through the poEt. 

13 173 II vou were to take a country liko 
England with a high standard of education where 
prohahlj 80 per cent of the people are urban »e 
ss-<viu»S, “>0 jwT i-eut >u tU isjuntry t— Frankly 

me o| mien is that Indian opinion is in fnvonr of it, 
in the same sense in which British opinion was in 
favour of tlie gold atoodard a year ago In thu 
maUci there i3 alwaya only n small minority of 
the public who fake anv intelligent interest m U If 
you tale good class academic opinion in India which 
I think ought to have some deference paid to it 
in a matter of tins sort as representing true Indian 
opinion I should have said that the weight of good 
academic opinion in India was in favour of n geU 
eurrency Many professors whom I consider deserro 
vespert .n other matters hare expressed that vsew 
and allliough I disagree with them on that I do 


not think tboir opinion ought to bo rwopt on on# 
fido 

13,173 1 approctaU that Yon think that tho 
•cade^o eplDion in India, although of Tory tmaU 
rotnme, is of inch valuo that it ooghl to be caro- 
fnlly weigbed as against the nnexprtsscd opinions 
of bO of HI per coat of the popnlalionf— Tts, J 
think It on„ht. because it is not only Indian 
acadomie opiBion bnt tbeio it sdso a constderahU 
niatno of Indian bntincaa opinion to tho sane 
eSoct J think all tbo methuds ono has of gauging 
Indian opinion would lead to the conclusion that 
Iiulian opinion, so far aa it u intelligent and 
articulate supporto thu 

19 174 At homo they ham not accepted tho best 
acailei&u: opinion*— They hat* accepted tho woight 
of academic epiuion 

I9,17fi (Ur /Vrifen ) It u quite evident that yon 
ate aware of another tide of Indian opinion re- 
garding the pri’pcaitiuiu which the (,omn]iasian 
have placeii Iwfore yon in the memoranda other than 
was nvident to oi Miamloca may I toy that it wiU 
not com* as a surpruo to you if 1 were to state 
that the phase of Indian opiaion which has hoea 
placed before you in that memoranda li not tho 
only one nhirli it exutiog in Indiaf— I am glad to 

13.176 Or in other words that there u a very 
lieavy weight of opinion also in India which u not 
repnwonted by that memoranda*— I am very glad to 
bear It, but 1 can only say that not much ol it bat 
coroe my way 

13.177 The old rschange staodard which wo had 
fonctioning in India from Is’Vl to 1011 wiu sinipli, 
tubiie, sotomatic, and brought grrat adrantap* io 
the land of lodia. did it noif— I think it was (ho 
best rurrenry lyston tiion existing in tho world 

13 ITA And had it not been for Iho war it is 
reasonahle to suppOte that that syiteni uould still 
bavo been in force*—! think so 
13179 And 0>ere would bavo teen no need for 
the Mabingtov-Fmith Committee or probably for 
tius CVmmiuion*— I think that tho teneluiions of 
tho Clioroberlam (Vmtsimoa would have held. 

13,1*0 This othrr weight of opinion rveogniteil 
that that eld exrliange standard had leen beneficial 
to the land of ladia had it been properly managx'd 
They have come to tho conclusion tJiat during the 
war It waa mismanaged For onr purpoees now it 
IS immatcnal whether it was or was not, but really 
siMohing It was about tai>tliirds nn the war 
towards » simple geld standard, was it not, in its 
application*— \ei quite two-lhirdi of the way to 
m gold standard, bnt to a goU currency not so far 
13,181 Let mo call it a simpta gold standard* — 
diore than two-thirds of the way 

19 Tiro coticeusus of that other opinion, to- 
dav, in 80 far as I can read it is that they have no 
desire wbaterer to be guiltr of or to dimand anv 
action from the authorities on this side which, in 
bee elairo tor gold, would be detrimental either to 
this eounlrv’s or to India's interesls They hare 
abro la view that in her demand, they would Dot 
be guilty of any action which would lO any way 
ie«pardi<« tho existing securities in the paper eor- 
sency retervo or the gold standard reserve IVbat 
tlev desire is Simply this — that it should be 
authoritatively constituteil, that there should be a 
free and unreetricled import of gold and output of 
goM In pre-war times the sovereign was the 
universal tender in India The paritv was IS to 1. 
or the 1» 4d such os we knew it Therefore the 
upper gold point was put down as Is 4ft<l Tho 
export point was put at Is Sfjd and, whilst we 
allovcd gold to come in Government never accept^ 
the rwponsibihtv of giving gold on the other side 
for rupees Therefore what thev now desire is that 
that inequality if I mav call it so, should he 
rectified 8o that, taking the changes which hai-o 
happened since then and taking th« geest changes 
and the diEcnlties which are in evidence here on 
this side, and of which you yourself have spoksn 
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13 IM (CMtrrviftl \o-i loW lK« Cl-^'r _4it 
Political Econnw/ at iKa UBirriiil; of IxjihUb f— Y»« 

13.200 IflU liaro Uhb fijo-l tnourfli to i>rorM]c n< 

• illi a itirmoranduni,* on bVkI* 1 »ill aiV joo a f»* 
qqcatioBa 1 b orJrr ta elueiilaU crriiiB |«>iBt* 
oiprra*, ib tha finl iMtaoco, a c*‘nrp4l opmton Jo 
farour of a cold curwncy alaManl ia jirrfrrrAco to 

• goM exebaneo atandarJf— V«i 

13.201 \on aaj tliat If jou f«H roinpWto <onfi*l 
anea that tlio principloi of tbo i,o]J aiclian.o aUaJ 
ard wouU alwaji bo rrojKrly earncl out, |M«sibfy 
tba iratBlit of your opiAion mu,!!! bo diffoicnl*— Yia, 
Uiat M ao 1 do not know of any roontry io «Iii.h 
1 faara eonfidenea 

13.203 Tbat u Ui« roaion *by yoa «ona to Uia 
MBciuiOB that thoto principloi aoiiU not aiaayt 
tio vroporty carrwil out in th« (aturu*»l<« I think 
It U Tory tnilikoly they itduU b« rtrriol eat in tie 
inniadiato fotora in alnoat aoy country 

13.203 la your opinion in that rtsard huad upon 
tho oTperiODCo of tha paaC in Indiay~>l ea 

13,2I>< In tha put hu India a«cr had a aciaatiflo 
and aouod gold exdiango ataadardf Ijit m« ixunt 
out tha direction of ny qooalioa Mo liaro bal a 
good deal of ondenco to Iho effect that India hat 
naicr had auch A atasJard becauM, for loataoei. there 
wu DO legal obligation to aall tha aeaaa of inter- 
national payment either in llic forni of t,oll or 
exchange* In now of that it caunot bo tail that 
(he hu arcr had a lound exchange alamlf— If that 
u to that really illoatratoa toy point, l.prauv> if 
things had hooii properly undentood aho voull hero 
had It It u roally part of the tamo tbmg 
132U5 Vou coma to tbo epiimitlic concluaion Uitl 
thiogs ore hotter iiodcrttooil noir On tie AMunp- 
tion that a sound oxcUange (laiidard srere to bo 
eettbluhod, voold you atill foci any conlldeoca that 
tho pnsciplei mould bo properly earned ontf — 
alioiild not fool any coDfidanoe that the thing neuht 
always remain in competent hands The managnoeot 
IS constantly shifting and you noror know who may 


13 206 lou lay particular emphuis in that answer 
OQ the hands to which tho nianogcmeui of the stand 
ard IS entrusted? fPe hare had a considerahio wolnmo 
of eridenco in fnrour of entrusting the masagemont 
of the enreency and of tho exchange to w Oeatrol 
Bank Assuming that such a change were to be 
made, would that make ony difference to the weight 
of jour opinion in this regard? — I think il is eery 
difficult to make a totally independent management 
of that kind, and sneh management is alirsya liablo 
to bo moch interfered with hy soTOething doM hr 
tne GoTornment I observe that in Toland Ktely, 
while the Bank circulation has b een dccreosiBg the 


(:u<crne.rht has bccB ircresiire tl cirs rnArmanaly 
1 d > iiot tbiek you ronld in In Iia d>»oriato Uie flank 
inanagenxrt enlirelr from (,o«*rnn>cnl managemcot, 
»el uaLe the Bank eBliivIy len'epcu Uui 

13 .V? Ine'hrr (nnnirie* ■» am aware that sUn<I. 
At Is whirh are esseiiliaily rschacgw sis*u}ards are 
Administered with ai rffitieney by Csutral 

VaiiV* Mbat M there peculiar In tie fmlian eun 
(lit ont which maViw you lews corCdcut of • aimnar 
Keulti— I do not know that 1 am leas ronSdent with 
ntstd to trdia tl an with resird to other ruuniries, 
« tc.pt in this— tbat the Indiao mansgenieat is rather 
io<ir« liable, I shoiib) Ibink, to change owing |e differ* 
enl people lyung ent from f Bglanij I do sot think 
aw; t«»ntry hat lately given w great eiampU uf » 
depeiwleneo on the part of Cenlril Banks 

132"^ low think a hiahrt neunro of indeponi}. 
eneo on tho port of tie Central Bank is ne.'etwtry 
Ibsn that which obtains Is this country as regards 
lh« Itsnk of > nglsnd and tbo Treasury?— \es, 1 think 

it IS 

13 XT* 3oa think It Wnu'd bo 'lesirablo there 
ah<>i(i.t bo even a hiRhef meanura of ievt«peiii.iieci 
than that with which we aro fsBiilior here In tub. 
paragraph A of para'^rsph S of vour men orandjm 
you evy •'Thitefuie, if J were r-itwlf an Indian, 1 
ahouhl prefer tho siRi[ler giild cnrrcricy staniiird a, 
being lea, likely to be broken down by had manago- 
ni.nt." Mill you explain to u« la what re*|>ecU tbo 
gold currency stsmiard is simpler and Irv liab'e to 
l-o broken dawn?— I abould bare thonght it was 
fairly ohvions why it is aimplcr— because it is teas 
dependent on all aoru of transactions regarding ex* 
change Ihingt which people do not undersLanJ, and 
more obeioiuly depcuiknt on sim[)o currency con Ii- 
tiorvs I sm rather imprciicd with tho compIicatKin 
uf tW other tjiltm m reading nVaut how it has 
worked in India in tho last 20 jeara. 

11210 If 1 may suggeit i comparison, not with 
tho ayatciD which has hitherto jrevailcl in India, 
which ondoabtedly bad mvnr complications some of 
wbith way bo, in aomo opinions, held to hare been 
Dnnoccossry. b it with a simplo gnid cxcliango slan 
dird hsied opon on obliriiion on tho part of tlw 
CkiXral Bank to buy and sell at £xed rates tbo 
means of latersational payment, what would yon say 
to that*— I think when yon get on to tho bare bones 
of tho gold oxchange syrtem tlicre la eery little 
difforencw between the two—eomo pcopio siy that this 
conntry is oa a gold oxebtn^ eUodird system now 

14211 Then I cather tak« your answer to mc&n 
that if tho gold exchange standard system w defined 
with sufficient precision and reduced to its most 
Bcwntofic Riinimnn, there w m your opinion, no 
ereat difference in simplicity between that and ihs 
gold cnrrency standaid?— Thers is not, really, but 
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and so there would be le«s need for changing them 
into smaller coins when spend ng them 

13 244 That would be the result of lethargy shall 
I call It? — If cou give that name to reluctance to 
undergo necessary jnconrenience and effort ees 

13 I am afraid I still do not quite see how vm 
differentiate in this respect between future hoards 
and esistins Loardi If there la any real re^on to 
expect future hoards to he made in the form of goM 
rather than in the form of silrrr is not that reason 
if It ho a real one likelr to overcome any duincbiia' 
tion to taka a little trouble about existing hoards* 
— No 1 do not think it is The d fferenco is not tery 
great and it would not be enough to orercomo it 

1324lx. In this connection as regards tho demand 
for goM hare you considered the effect of the satro- 
ductioQ of a gold coin on the popularity and nse of 
fire and ten-rupee Na*C 3 * Do you see any reason to 
apprehend tha auhftitutwn ot gold in circulation for 
those Notes la circulation* — No I do cut see any 
reason hut of course I would defer to Indian opinion 
about that 

13 24' In paragraph 5 you aar The best way to 
impose the obligation s be requiring the CorernDient 
to couTsrt the tiWer luio gold coin on demand as 
was done in the Cerman moovtary reorgaiusat on of 
1*'0 That IS the obligation to keep up the ralue 
ol Abe aihcT As 1 follww your argument it la that 
the priempal baiie of the maintenasre of the ralue 
ot sirec IS (he liBitisg of the supply*— Too 

13 24* And that is net enir sScient but it actually 
effected lu other irsteres IVhr if luch limitation u 
not eetr efficient but ran be practically effected is 
It aecetaary to add the ebligatieu to ceurert iilrer 
into gold rein in order to keep op the ralue* It is 
not found neceBary to other tyttems is it-^or 
initanca m our own*— No hut our own Coreroment 
ODCo gars au lUanrttion of the aece«sily of it For 
a long time thee did not recognise the ebligation 
to concert sJrer into gold com It is ant officiaUr 
recognised now but it is being done It seemt to 
me better to make so hoses about it but to put the 
ebligat an eu the Gorernmeiit hr legiilatiou to that 
thera can he so doubt about it 

13 "49 IThat errasion hare you in mind in our own 
rase*— I had in mind the instance mentioned in the 
second suVparagraph of paragraph 4 when there 
was an attempt made to popularise silrer by tie 
Corernisent and when they issued so much s Irer 
that It accumulated in the banks and the banks 
wanted to get rid of it and the recognilioa of tie 
obligation has taken place recently when seven 
tniUioas were put in the corrency note reserve 

13,2.^ Then you would add this obligation hr war 
of making the position moie secure as regards the 
ralue of sifrerf— Tee 

13 251 Ereo at the expense of incurring the lU 
portant obligation of making also tho com coarert'ble 
into gold* — ^es the same as the Notes. 

13 Then we come to rour actual practical pto- 
posals for effecting the trans tion In the first place 
during the pertoJ of what you describe ax the 
cautions and gradual introdnction of the gold 
standard how would you propose to maintain tbs 
CTchangc ralue of the rupee daring that period 
Ijefore a gold correocy standard is effeclirefr intro- 
duced * — As at present I suppose I do not see that 
anything in this scheme would cause greater 
difficulty 

13 2o3 How long do yon contemplate that rour 
gradual approach would last* — think 1 would leave 
that open so that no d -finite obi gallon should be 
undertaken which might cooceirably not bo able to 
be fnifitled and I wonld carry it through fast or slow 
arconling as things west }Iy own impceeeion la 
that 11 could be carried through rery quickly witboat 
diSenItr but if d Scnlties were found m the earlier 
stages then more time could he taken 

134_>1 The period would be long or short to 
accordance with the su-cess with which each step 
met*-— Tea At tnv rate you would hare time *t nay 


I articular stage to take steps to meet the difficulty, 
• haterer it was 

Id Zoo Then during the transition penod you 
would as I understand adopt a gold ralue for the 
rupee whicb would he the already estabbshed actual 
excl> 3 ai,o market mine of gold rupees’ — Tea Did I 
sax cnacket value ’ 1 meant the i alue as evtablished 

1 T whatever o] erstinns are going on at that tune I 
STD ltd not try to make a change preparatory to 
[Utting this new -wfaeme in force 
13 "06 So if vou were to initiate the svstem at 
the present I me the present actual exchange ralue 
in gold rupees being about Is fid you would proceed 
upon that basis* — \es 

13 "o7 And yon would maintain that value UBiil 
your gokl oarTtney standard was introdaeed bv those 
methods which ore in substance that of an exchange 
standard and which are at present 10 operation? — 
kes I think under my scheme the gold standard 
wouhf reallv come into force rerv quickly because 
It would be practically in force as soon ns vou got 
the bigger notes convertible into gold because they 
could be o| crated on by exporters. 

13 "08 In connection with that proposal to which 
von have just referred making the bigger Notes 
eoovertibla into gaM. would yon stop the exchsnge 
of sitter eoia into Notes? — I had not thought of that 
I3,2a9 Otheiwisq yen are in substance making 
your silrer coin aho convertible are von notf—As 
the sebeoe l> enlv to be applied by stages even that 
would onix eome in to the extent at which you could 
e*t bigger Notes kou haxe first to get your Notes 
and then esehang* them for goM. If the Notes are 
not there xon cannot do it 
13 "60 If the Notes are not there* Ton 0*4° 
suppcemg a tendency were to develop to concert the 
eilxer at this first stage by dealers and broken 
roUextiBg silver and esthangieg it— gettiog aileer for 
bie notes and then getting gold agaiott the bi; 
Qoies— you rould rkeck that in short by refusing 
to issue the big notes* — I am not quite tare irbetle* 
that IS legal or not at present 1 think it ought to 
be possible under this scheme to refuse to issue notea 
10 exchange for silrer com I do not know whether 
they hare to issue notes now in respoo>e to stiver 

13,261 At present 1 think you can claim notes m 
return for silver coin*— Notes of any denomination? 

13 26" 1 most just confirm that I am not sure 
It would be an essential part of your Kheme that 
you should not be able to do bo? — Tes I should not 
leave a backdoor of that kind open so that tha silver 
could be coDverted before I wanted it to be 
13 263 This i« aanse 11 of the Indian Paper Cur 
vecicy Act of 19"3 (Reads clause) That looks cer 
tainly as if you had a right to demand a note o! any 
dvoomiiietion la return for rupees* — J rather think 
that should be vqvpended 

13 "64 Similarly vou would also stop an exchange 
of sme I rupee nates into notes of bigger denomina 
iwns* I should think so It is rather a nstter of 
detail foe those on the ^pot to settle 
13 "60 v-o that that would be another backdoor hj 
which your scheme might be broken into* — Tes in 
the theorv of the subject but 1 very much doubt li 
in practice But 1 should be inclined to stop them 
13 "U> Ton sav you would make (he notes con 
vertiUe into gold nun at the opt on of the bolder 
but proceeding bv instalments and in the next para 
graph you sav you would apply the same method to 
the Oliver rupee' taking them in instalments begin- 
ning with those of most recent date kou mean a 
rupee wh ch is marked as being of such and soch an 
iScue will become convertible into gold but tha. 
previous issues would not be cooverted into gold?— 

dividing them into isrialisents. J very morh doubt 
whether it would be at all necessary to divide then 

13 " 0 * I was wondering whether that suggestion 
would really be capable 0 / prarticaj tiatnistntioi>~ 
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whether il miglil not taro unilosiraMo oon»e«jupnoe». 

Sni-posirg »n vsa\n‘tmctoa toemUr q{ tbo lhJi»n 

rublic were to conio wilt 20 rupoM and io for 
gold against (tem, tod bo rero to find fb«t haif bt* 
niiKHrs could be rtangod into gold and the otter half 
could not would not »uih an crent aa that to hVelt 
to administOT prootcls that stock in tt* cohfilenfo 
of the alatus of the atlrer rnpeo winch you dviiro to 
aroid?— I ttink the probability would l>e that wbei 
the nninitructed member came with a few rupe^a liko 
that you would convert them all without trouble 
ily plan 1 think, would atop large operations 

13 2(>? Then we suit conaidcr that it may not 
perhaps bo an uninslrncted member of tho pubbo 
with 20 rupees II tuny be a dealer or broker wlio 
has collected 5 OOO rupees and who brings them for 
eometsion and finds that a certain ptoiottvon of 
them are not conrertihle* — At ell he ought to know 
13 2G9 He would find that a certain numher of 
tls rupees seemed to bo teas good than the others 
AVould cal that be likely to adisisuter a teccro 
^ock to the status ol tlie rupee? — It might givo 
rather a sboeh to the ones that were not conrertilito, 
but it would not giro a shock to the ones that were, 
which are the ones roa hare to deal with ai Iho 

13 270 This differentiation would be made between 
the TarioQs classes of currency and their con 
rertibibty Mould mu see any apprehension of it 
bariBg an undceirable con'«i|aeaee upon one clan o* 
Currency in contrast wtth auotbers— No I do not 
ae« hew that could an<e M hen the thing once 
people would uudentand it was going to ho earned 
throngh and that ther would a)] b« oa tho ssmo 
haiit. 

1327) 1 want |o retara to the general aspect of 
your propesaL In a prcrious answer f uihlerelood 
)oo to expresa the opiaien that ii would )■« prud o* 
and necessarr to take into accoaat that the mitiation 
of coBTcrlibibtr night eat pass so smeotbly as one 
tzugbt hop«, aad it night result in a demand tor 
cenrenioD fifay 1 say that it appears to me rather 
a. if your schenie was based on the elimioatioo of any 
iKiesibiUty of any form of mtoraat crisis opeuiring at 
anr time kligbt not some crisis duo to had trade 
or ladores or so on lend to that demand for gold 
being realised whiHi yon ciprict la oorroaJ conditions 
would not bo rcali*^, or do you ihjoV one can 
eliminate those apprehensions*'—! think eo I can 
not see why the process itself should eanso Boy ditTi- 
cultj If TOO ha-fC crises and d <fieiihie» they may 
oocur lodependenlly of it, and 1 do not see (hit it is 
going <0 add to them in any way 

13 272 1 do not suggest that the crisis migl I he 
the cotise<)uence of the adoption of the schiine, but 
that it might oeenr from such exuars as do from timo 
to tune cau:,e erues in the confidence of the curren y 
of a country Sneh a cxitts might lead |o the 
materialisation of that demand which Voder nirmsl 
circumstances would not matennlue 1 was wonder 
log whether you think some caasideration ought to 
be given to that ? k do not *e* exactly how it is 
going to interfere with it 
13 273 For instance that might lead fo a general 
demand for the conrer&jon of rupee boards into gold 
It might lead to w endetpsead demand, Unnted ol 
eonrse by the contrsctahility of the currency, of the 
conversion of notes and rupees tu cinnilatioii uto 
gold and thus be a verv heavy drain on the goM 
reserres of the cnrrency authonty* — I think those 
difEcnlties wonld be met in the usual way Thom 
difficuUiea would be present alter the whole thing 
was adopted, end I do not see that the transition i« 
going to bo made more difficult by them 

13 2*1 I was contemplating aach an otvaimm 
oc^rriBg even after the foil establishment of the 
•cheme The usual way, and the only way to meet 
such a crisis would be by the provision of goff woidd 
It notf—Tee The whole thing is built on tie nip. 
position that JOB have enough gold to snoet anv 
aemand. 


112*5 Mould sou rontcmilale that there should 
float tic roniftsfil of Ifie ciirrencv aulfionty cnoufh 
Ridd to meet Bftw such potential JeoaBd even in a 
tine of tn-n winch might raft<e the faifun? of the 
more optimietif expeetaiion that there wouM be bo 
solMiaptial tlemaod* — I contemplate what hspiien* 
sn any eol<l staodard, couulrj— that you have to keep 
cnoogb gold to Bird Ihe d mandt upon Jl 
13*75 The ptjd ref|BireJ Ic India onder 
cenlitiOiM woul I be gold fer the substitution of what. 
ever rotes anl silrir evu'd be spared from nrruU 
tion IB critical time* tins the gold requirvd lor con 
reriiog tie hoards cf silver I think that would Iw 
so would it not?— Pnsnmins that Uiero arc sreat 
hoards of silver rtijieev tlivt tsi„ht make the utua 
tion somewhat lEorc difficult but 1 do not know that 
the fait that t(«TW ate larfio luards of gold woolt 
oot taake it ralliir eavur 

1 1 277 I Was iiol taking into cvtuideration the 
hoarJv of sold — Put f think yua have to 

7 1 _7' Snrric not for rvnrerMoB tula pilJ* I wai 
eviviv d ting the aduitional demand for gold tn timet 
of erisis for the cenTcrvion of silver rapees and notes 
That Kads me to the qucition Have you been able vo 
form anr opiaiort as (o what extent and la xhat 
«u»i»nec It would be uecc*stry to fortify the reecrres 
oi the CBTrecey aulhoritr »n order to enable it t> 
eontcoiplate with rcinamoity the transition to the 
syateir which you propose*— ■! hare not formed any 
ipinioa further than that tou anst do it enough to 
»at|>(v tic peeplr This country reoenlty fortified 
Its re ourves cnermomly by entering into » very 
espensive contract with the anlhontiOt in the United 
Slairv, and it tumM out to be perfecUr nnniweasa/y, 
but 1 om toying that it waa not political!? 
aecvtsaiT do it 

13 .*2 Nou conlenplale it would bo pendent fo 
an lodisn currenev aothonty, id ord r to eiinre 
cvnfd nee, to fortify ita rvsoums in aome iiiBiiar 
manovrf— 1 should think it were likely, aad I hope 
10 a hes* exjxBcivu manner than this eountiy did It 
)3 2M) In what ether manner do you thick t. 
could do It*—! should boi hare said “expeasira 
msrner* I meant “ctpcntiie tenca.* 

13,2bl It can do it in tno ways. It can realise 
rtt koM sec'iritwa in this country m the form of gold, 
or It can raise fresh credits abroad 1» thsre any 
other manner whidi tupserts Itself to you in which 
•t could m-uro furtJier tv>sources* — No 

13 2Sd Tb«e methods wonld laTolve additional 

cxpi (ISO IB the lo'i of interest ou intereat-^arsiing 
Roll *ecuTitics and the charges in respect of tie 
fresh credits* — les 

n"->3 On a point of ecncral prineiilc I under 
sfacif vou are conlempUtioe a gold standard re^v 
w ithoul a gold eurrenev lu the eatne sense as the cue 
in tht Cowed Slates*— Mitbout wurJi gold currency 
at anv rale It might be more than there j« m tie 
f tilled States One waj m whuh I think there 
Would b« n ore— in a somewhat doubtful <«iise cl 
“turtc^'— IS that 1 think the hoards would ho 
more likeu to be tu&do m gold com thaw in colj 
bulbon At any rate I think there would be a 
lendetcy to have more m gold coia and less n 
bulhon Those boards every now and then are spent 
and the money would have a tendency to com* on' 
•ale circulation So that I do not think you wottll 
completely goldlass stale as tha 


sumption fiat the introdoction of 


get tata such t 
bnited States 
)3 Oa t 

^ gold currenev srsfera were to had to , subst.ntii 
circuHlion in India would jou then stiU favow 
question of degree 
: but gold ciTcuJan- 
‘r c^eosire fiotjoets, 
kick at tie eipensa 


»t>o system?— It seems t>. „ 

rather If there wav to t« nothin 
•ug la Inoia w aould be a v— - ' 
aaj r should begin rather b 


13 2si If the introduction of a vnl.I 

uf ^lllor^ rTutny* 

degree ,00 would look Upon that as an n/ 
«««ueot ieL°^ "®“*^7't>“’-<7a/ar<jur4W8 *s far 
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latter period, to tlie voluma of production of gold id 
that period? — Yes, and to that not heing counter 
acted by mocementi in the other direction in the wvp 
of demand 

13.305 I do not follow*— I mean that la only 
toahing at one side of it You hare also to think of 
the demand side The conditiona of demand did not 
counteract those of supply They did not go id the 
opposite direction Otherwise the moaeinent would 
not hare been so strong 

13.306 I now coma to your proposed scheme If I 
hare understood you correctly, what ]ou contemplate 
IS that the currency authority should sot undeitaLe 
the definite obligation to conrert the rupee coin and 
notes, but rather to obserre how, under yonr achecae, 
the matter would work That waa your anggeation, 
was it not? — I suggest that it should be done by 
instalments, so that if nnexpected demands arose at 
any point you would he able to meet those, and take 
steps to meet demands that jou might expect in con- 
seiiuenie of that experience, or possibly to take longer 
in meeting them, or to take anr measures that might 
be necessary I do not mean to suggest that the thing 
should be entirely tentatire The way you put It 
rather suggests that I mean it purely as a tentative 
scheme 1 did not mean that 

13.307 You would observe bow things are going 
wtien tha big notes are free for conversion, and then 
the smaller notes?— T m 

13.308 You stated in answer to the Chairman that 
you would make it illegal to demand notes for rupees, 
and you also aaid you would atop the exrhango of 
email notee into largo ones becatise of course your 
scheme might be made nugatory by those exchanges* 
—Yes 

13,809 ^at do yon think the effect upon the 
community would be if you enacted these things— if 
you stopped the conversion of rupees into notes and 
amall rotes into Urge notes? IVbat effect would that 
havo on trade in the country?— ITould cot it take 
place rather by fixing the masima of the notes of 
eaA denomination than by suspending them? The 
way yon put it rather suggests that all conversion of 
them would he refused 1 am not euro thattbudi** 
cussiois doee not suggest that it would be better to 
issue a new set of gold notes instead of trying to use 
the old onss — whether it would not be better to begin 
with a gold issue of nates and not complicate it with 
these difficulties which have been suggested here 
Tbal comes to the same thing I ooly suggested this 
scheme because it seemed to do without the neressitT 
of printing a whole set of new currency, but perhaps 
it would be better to start by issuing notes con 
vertibU into gold and gradually substituting them 
for the silver notes 

13 310 I cannot quite follow how your scheme of 
issuing gold certificates would work Ttould not that 
create exactly the tamo difficulties? let me put it 
in this wav If there is a real preference for gold 
or gold note* would you not have to face exactly 
the same difficiillies if you offered gold notes rather 
than gold com* — I do not quite see the difficulty. 

13 311 My point is that if thero is a real prefer* 
enc* for gold or gold notes and if you adhere to yonr 
scheme, the big notes would be in demand for con. 
version into gold or gold notes, and the same 
manmuvres attempted of cxcbangiog imall notes into 
big notes and rupees into notes that happened to 
bo convertible into gold That, I understand, you 
propose to counler bv making it illegal to convert 
rupees into notes and by making it illegal to ax 
change small notes for larger notes? — It would not 
bo making it illegal exactly It would be deprinng 
tbo holder of the nghl.to have them exchanged 

13 312 You said in reply to the Chainuao, that 
you did not think that would prodnre a premium 
on that class of currency which happens te bo eon 
vertihle?— It ought not to if the scheme is getng 
all right, berause the rupee is worth Is 6d and 
ropes would be homogeneous I do not quite see why 
some of them should be worth more than others 


13.313 Why did they pay in the East End early 1 1 
the war 22 shillmgs for soicnigns® I rcnienilrtir there 
were prosecutions in the Court about it Did th»/ 
not pay a premium for exactly the same reason 
that they might pay a premium for notes that 
happened to be convertible into gold in India under 
your scheme? — The reason you could get 228 for a 
sovereign was that sovereigns ought to have gone 
out of circulation Tlie exchange ought to have 
earned them all away, but it was not allowed to do 
so, and lo consequence, if you had any you could 
get a dishonest jeweller to give something more for 
them But in this csss the exchange would keep 
things stfsight, surely? There would be no chance 
of the gold coin going to a premium 

13.314 ‘Whs not the sterling exchange in those 
early days of the war at gold par, and remainod 
so practically until ths end of tlie war?— But it was 
of no importance, you could not do anything freely 
The exchange was only a nominal affair It was 
not really at that rate 

13.315 Thon another point Who, in your view 
should be entrusted with the mansgement of the 
currenry m the futuro under your own plan?— I do 
not feel that I am familiar enough with Indian con- 
ditiona to answer that question 

13.316 You would not care to express a view 
whether it should ha tha Goveriiraont or a central 
bank or some other authorityf_No The only thing 

*** ** ^ tather inclined to 

think that conversion of bullion into coin ought to 
be done by the Mint and not by the hank offering 
prices for gold I think it makes the thing altogether 
sttnplor if the Mint itssTf takes tho business on aod 
undertakes to do it without the gold eoRuag through 
the central bank Of rourse, it would work chiefly 
with tbe bank but 1 should not put it in tho tamo 
wording as it u done in legislation in England It 
seems to me a very peculiar wording and a wording 
which gives nse to a great deal of miiapprehenaion 
.k.TS.* “s “ “ simpler to say that bullion 
Shall bo coined into a certain amount of coma than 
pn^ 1“ huy its bullion at certain 

13.317 Dow would you make the token money 
TODVertible into gold? M-euld you entrust that to 

* *“ "otc* *nd rnpees? 

—That would be entrusted to tho Central Bank by 
circumslancos. I suppose Any excess of token 
cuina^ IS always likely to dram into the banks, 
ana the banks would deal with tho central authority 
in tame way as they have done here It caueei 
little public comment that that £7,000 000 appeared 
in our corren^ note account without anyone having 
thought of It before, or having known anything whai 
ever ateut it. but I suppose what happened was 
that when the banks got a good deal more silver 
Iban ttey wanted they asked tho Bank of England 
to take B«nk of England did not want 

to take It and finally arranged for tbe Government 
to buy It, and the Government bought it 

V" •"? importance 

lu amalgamation of the currency and banking 
I *‘'* ^“^* “ "htr*! hank? 

iTviu r^ a“«5g»matK.B 

13 319 It u beneficial for tho country to amal 
gamato them?— Yes ' ' 

13.320 (Sir Rtginald Jfanf ) In paragraph 6 of 

S, t,“^?mn to"i: “>® ‘t®P? b7 which 

0 to a gold currency standard could bo 

imues silver «in. and stop all ailditional isa.ies of 
-_^eemabla in silver ■ How would demands 
cy in India bo met under thst 
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anted it would coma in in that foim Of 
e of the small currrBtr might 
lall currency is not 
.lould be left alone 

ng to the small cnrreiKy 


be wanted but the demand f< 


.. very rigid that the 
for a short time — eien 




13,322 - 

I was referring to tbe total toiume oi t.um!ni.r 
Tailing the statistics on tlie absorption of currency 
in India during the 10 years ending 1924 25 the 
nrerage annual absorption, as I faaie worhed >t out 
was 27i crores That is notes soTereigna half 
sorereigns and rupees? — Tes Well any increase lit 
the total currency would bo met in that way This 
whole schemo suggests that does not it— that tlio 
future additions to the general rolume of currency 
are to bo met in gold or gold notes? 1 do not seo 
what else the introduction of the gold standard could 
mean but that 

13 T'S I only wanted to bo clear in my own mind 
how the scheme would work Ton would prartaally 
force the import of, say 2TJ crores a year, nssuming 
the demand tor carroDCf remained on that ba«i8, jn 
order to meet the annual orpansion m currency?— 
\es, hut that would be subject to there being some 
reduction from there being notes not entirely baiked 
by bullion 

13 324 I did not quite catch that?— Tbe total 
ameunl to be imported would tend to be diminish^ 
by the addition of tineoiered notes So tor as tbe 
notes were uncorered, of coarse the new currency 
would be met by them , .v 

13 323 I do not quit* follow that— Part of tie 
additional currency required in ewry country whw 
you do not dequire bullion to be kept 
additional note it met by the locreaae of fiduciary 
eurieney That is sU that I meant 
13 32t> But under your scheme there wouM ^ 
farther issue* of silret noWe or rop^s. so thtt t^ 
whole inerease would hare to ^ met by 
gold?— By the import of gold or gold noUs, or un 
corored geld notes . 1 1 

13 307 Po yon in«»“ 

i«ue sold tries payable in gold without r^inng 
gold for them?— I preaume that same of tie gold 
notes would bo fiduciary i. e _j .t. 

13 32S I understood from P^'Staph 7 »od it* 

peauulmate sub-psr.graph that ^ 

LH°S.r £ .11 II" B.1'1 •'I'* 

"S II..I » ..Ik.' " -'■“I* ?"' • 

Clear I ought to hare said mel.U.e reserre. I am 
1/329 Bo you would leeue gold no» a 

c«rurn amount of fiduciary corert-Oartaiuly 

13 ’UO (Sir FursMamdor think you 

j’ *w«r^belw«en cold eUndipd and refined gold 
.tSrd jIu did not think th«-e w« mu* 
“ K I tohe It that you meant that te^KaUy 
4 »e e was not much to choose, but by actusleiperi 
in India the gold exchange standardh is proved to 
UunreliobloP— Yes that is practically what I il^nt 
If rou had a goW exchange standard porfecUy 
managed by perfect people it would not ^Pr«toUy 
“ifferfS from a gold currency standard, but the 
difficulty is to get the perfect people 

13 331 In paragraph 2 sub-paragraph 3, under (a) 
vn.. war " People who hare onco become accustomed 
S nair currency do not wish to return to gidd 
^ j r > j tike jt that there ebo you bare Ibss i» 
^nd. that when people got a currency which has 
their confidence they do not wuh to see the cosn but 
ther aro quite satisfied to use the paper which m 
backed by the metal which inspires tbeir confidenewf 

~13 338 To that exlent therw la no reason to doubt 
twit 1 / India also got tie currency which she aspiiM 
♦ hare and which has her eonfidence in coutM of 
1 me it IS quite possible that the people may not wish 
to wiO tbe com m ciitulatioo, but may be quite aatm- 


find with paper backed by that coin, or by thil 
metal? — Jes, that is so 

13 333 Relating to hoarding of rupees, it has been 
put to you whether you think that gold is required 
( 1 ) for conrersion of silver in circulation, and (2) for 
conrecsiou of silver in boards I think you replied 
that the Gorernment would hare to provide gold for 
both those purposes Is it not reasonable to expect 
that in new of what is called the traditional desire 
of tbe people of India (o hold gold rather than eilrer 
meet of the silrer hoards, tf any exist, must hare 
changed into gold already? — Well that is ratlior 
suggested by some of the ststements I find about the 
■nrmeiise amount of silrer rupees exported from India 
during the high price of silver It looks ss if those 
must bare been taken out of the hosrds 

13 331 The price of gold to-dsy in India in ropece 
IS lower than it was before tbe war It is about 
21 ru(>ee« 6 annas par tola against 33 rupees per 
tola which IS about tie higbest point that was 
reached during the war period and immediately after 
It If the traditional taste or partiality of the 
people of India for gold in preference to silrer la to 
be relied upon, would it he reasonable to infer that 
at 21 tnpeee 6 annas, which has been the rate ruling 
for the last 13 monliu, those who hold silrer rupees 
ID boards may have changed them? — Tee, I think so 

13 333 It wonid then not he necessary to calculate 
this aiBoust twice over namely gold for coavcniOB 
of rupee* in hoard and ropees in circulation ?— Ko 

13 330 liegarding wbnt you say in the last 
parngrapli under your Section 3, you say you 
have no doubt in future hoards would tend to bo 
mode in geld com A new has hsan put before this 
CbmmitsioB that if gold coin is srsiUhl* by Statute 
on demiod, having regard to ordinary bomsa nature 
and (bo fact that fasulisrity breeds coetonpt, if it 
dees not breed contempt in this lastaneo it msy at 
least prevent o nan from yearning tor geld which w 
always arsilsble to him Is it net likely that the 
hoarding habit of tbe people of India of which one 
b^rs so much way uodcr^ a ebange, and that the 
people may slowly gtre up hoarding?— That is just 
what 1 suggested— that haring gold coin waa likely 
to pause Icsi hoordiag la the end because tlia 
templation to invest it wouM be greater than it is 
with bullion 

13.337 You would give it all the greater weight 
if this Sam'’ view has also been pressed by Indian 
witnesses whoso opinioa ought to carry some weight? 


13 313 And it would carry further weight if that 
new was alwi rnggested by some of tbo important 
officials of the Finance Department who may have 
had occasion to give their news to tbit Commission 
in tlieir personal capacity ? — To* 

13 339 You were asked regarding what would 
happen in [he case of a crisi* duo to an unujually 
largo quantity ft token com being tendered The 
danger of luch a crisis is likely to increase as more 
token coins ire minted, and if the present system is 
roatioucd tor several years more? Tbe token com 
I refer to i* of cour«B, tbo rupee— \es 
133(0 The token coin in circuUtion at present 
>n autb a Ur(,o quantity as 300 or 350 erorei H 
already a considerable source of embarrassment to 
anyono who wishes to devise a erbeme tor a gol 1 
standard for India It the isme system of currency 
» oonttnued for another 10 or IS years the danger 
IS not likely to decrease but it 11 likely to increase 
u not It?- kes It seems to mo that the situation 
baa been much helped really by the rise of silver 
which took away a lot of the circulation, and it u 
rather a pity to go on some years and get back to 
tbe old slate of things again 
13311 boa were asked regardieg the ratio, and 
TOO repeated as you oaid m vour written atstemeiit 
paragraph 6 that you are la favour of tbe la fid 
ratio being confirm^ I wonder if I may ask what 
■mportanew you attach to tbo word "eataMiiW 
whwh I »ee in your otatemeot m paragraph 6? bou 
say ‘ To combjDo lb* reform with a departaro from 
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llth Mafih fhous (ha fcciiritien in (n(d>n«l id the 
currency return n« againet the cgrre«pun<hnt; imoJ 
of iWo In 1925 Oia total 20 cron* mml they 
nro non JO iroret whuh shows (hat iwlition'il «iir 
ronrv has been gKcn in Iiiilin ncsinat cnll funiU in 
liOtwlon nntl those koI I fiinJs liMo hopn ili«c*t«.d If 
It irero tiiido l>o'v«ible when this ndlitiunal rnmHcy 
IS rwioirrd to «hii* the piM to India annually tl ere 
n-onJ.J Ibrrnby ho a firndui) siiil r(u»pt »nRmt‘H>aUon 
of India s cnld stock would there not * — \m 

ISTfR.’ (fA Mfwen I I» there rOi other mitli r that 

you would liVo to refer to' -ho tho only remstU I 


noold make is that I cowsitler tho foiirlh pacagfiph 
IS tie most impurtant of all 1 hare not boeu asked 
any i|aestion on it and I hope it is accepted 
U That silier rupees should continue to ho 
nnlimiled Ics"*' tcmlcr®— Tc» 

11301 I suppoM we may assume that the nrgu 
ment nai no clear that it neoilcd no further elucida- 
tion but It Joes not imply acoeptanco bt all members 
of the Commissian The Commission are much 
obltKod to voo for you rery kind assistance to-day? — 
Thenk you 


(Tic mlness iii(hJrau) 
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nsoa (Orif.1..) 1.« •/< • •'■"■t" • 

.1 iH. 

matwfi whiih ore ennta.nod in jour mewMandetii, 
with nhiili >0U hit’® 1-®®" e-"''! 

r- ika <!r*t tilico I must «pr,ss the Co«oiis*;on» 
r«ocnilifl"*<'f "li"! ^ 

oOier tlmn n setj (treat labour ou y^r 

n » mo.t int<rc‘lu'i; m> morandatn nnd tabus 
it*Mmain5 only for mo ti n*k you a /o* /jufslloM 

K.prvo iou stress llio enormous increase in the pro 
diiet.on of eoUI J" lh‘' ijuarfr of the present 

irs As I undirstaml it a Rood deaf of irhst 
^tu snj about Rold >« devoted to showing tbit there 
''"'no reason In rnppnse tint that rate of increase 
I'.II t.n m«intoim-d in the future*— On the cnntriry 
13 Jb7 kou sny that ti e I rincfpal Roldhelda of the 
■ orld arc either ctationarj or diihnjnff— that la in 
lo-'-v— and that there is a distinct indioa- 
ti<m that althoiigli the world a recovery has perhaps 
not iet spent itself, any further advnnce, if it Ukes 
plseo at all will probably be on a more modnate 
K.Io than in late years The sugROslion haa been 
made to us in eviaetico that there is a anhatanViel 
amount of low sr“de ore wiiidi can bo brongbt into 
remuneratiye production by any rise in the enlne of 
cold Will you give ua your general view upon that? 
—There Is » very largo amount of low grade oto 
nfiuh can lx brougbt into t reduction, but to * fugo 
extent It baa hotn really already brongbt in The 
cost on the Rand— which supplies over halt the 
« orld 8 production had already been rediued to 17 b 
That Will bo farther reduced, hut I do not think joii 
can erp^ any njaterisl reductioa on that The 
Transvaal itself, I think, is just on top of jta highest 
tioint and from now on it uiU decrenso, and in most 
-Appenaia S3 


otier countries of t) s world the output is cilbor 
slaiio'isry of dccliniBR ns I have WiJ Canada i* 
one of the eaeeptions H issia may return to its 
former £>000 000 a rear 

1310^ TIero is not known to vou any potential 
Mirta of sapplf of goM *1 'ch might be brought in 
by n marked rise m the value of gold m the 
immediate faturo'— Only on the Band, I think, and 
I have taken that into ronsidernlion in BuggcstinB 
nbat the future output there fill be 

13,309 It o povsihio increase from the Hand W 
taken into account ihroughout jour cahulaliona'— 

13 370 ton thiik there is no olior source of 
RUJ pit ?— r ,h> ool see uny supply of importance 

13 371 It has been giiSEC'tid that «a may exiiect 
great impniTun cuts m metalluri, cal processei. which 
will enable Litd to bo produced more cheaply from 
Ion Rradi ore« M o 1 rvB been referred to the history 
of such improremenis in the past AVhat is your 
general new about tlio future of inctallurticol 
teil niquB?— Il you po back only as far as about 
l'»9) or 1890, I do not suppose that the average 
recovery of gold from its ores was more tl an about 
CO per cent To-day on tha Rand it is easily over 
95 per «»-nt , »ud ap-proaches that figure I suppose, 
in other parts of tte world Blost of Die improre 
ment due to metallure cal advance we have already 

*^3,372 Tliat vuggests that there is not a very wide 
eOTpa for rnipiwiwment?— That is so 

13 373 Taking up the thread of your argument 
oswegoalonp in paragrsph 3 yoi say “ For the 
fire jeara to 1929 the world s production may be 
estimiited at £3D5 0COOOO. of which has already 
contributed £'<0 OOQ 000 There is at present no 
reason to assume nny lugber fig ire for tho further 
pariod in 1935 ’—Later on I estimate tho following 
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lire >eaTs at £365 000 000 ogainet £305,000,000, and 
that I think, is rather oiitimistic 

13 374 Then your welhoil is to take tlio gold 
consumption for trade— that is, the dcmanil lor gold 
for other than monetary i>urposc»— and then joo 
take the difference as compared with the output of 
tlie year as tho amount assumed to bo added to the 
stock of gold money in tho woildf — lea, after 
deducting of course, tho absorption of India and 
Cliim, which are ngarded as hoarding countries 
because in practice they do not disgorge gold Aty 
figures of the world a stock of gold money, of course, 
apply to the world's stock excluding India and 
China 

13 3*5 As regards India* demand for get era) 
purposes I see it is your opinion that the mmediato 
future wiU probably show a sensible reduction in tho 
very great imports culminating in 1924 and — 
It seems fa me that India has over imported, that 
11 it has orerstocked itself, and that in consequence 
of that its imports will for tlio present at any rale 
be on a more modest scale Of course that orer 
stocking is only temporary, I presumo I do not 
thick one can take the past year or the last two yresra 
as indicative of the imsiediato future 
13 376 Over a uniform period of sufficient length 
the demand appears to remain remarkably constant 
but there will probably be flnctuatioasf— I do not 
think that would be so altogether As the gold out- 
put of the world went up very considerably after 
IBM, after the Coliforuna discoveries, India c-imo 
IB with an tneressed demand with a eoesiderable 
lag— a lag of the nature of 10 or 13 years After 
wards when the gold production stead ed down and 
became less owing to tbe peteriog out of alluvial the 
iTidian demand also stead ed down with a verv con 
aiderable lag Cbnsequently, it taigbt be thought in 
tbe ordinary wav India s demeod wo<i1d continuo for 
tome time after tbe shortage of gold was actually 
felt 

19 377 That poMibility is based on the aclosl 
expensneo ef the psstf— Yes As I point out th* 
increas* in tbs rats of aildition to the stock of gold 
money became sensibly less after ISIS That would 
resolt After n very eonsiderable lag Perhaps yon 
will have to wait until 1930 m the ordinary wey for 
the demand for India to decrease, if it follow* tbe 
experience of the past 

19 8*8 Tbe Indian demand cannot be counted 
upon to tell at oncef— I think not 

13 379 In paragraph 7 rou say that iho 
requirements of the industrial arts np lo the 
war continuously exp-inded with the exception 
of one period? — In 1894 tho induslnaj arte 
alsorlied about £11 000 000 and in 191^ 
19 years later — £27 000 000 That is tbo highest 
figure Since then the demand has been very 
sens bly less because of the effect of the war which 
h*!* especially affected countries outside the TlDited 
States, and 1 take the present oonsumption for in 
dnstrial arts at about £16 000 000 onlv From now 
on I would expect that to increase, and I would look, 
to tbe past rate of increase as o measure of what 
that increase may be but for tho purpose of this 
statement where I have tried to restrain myself as 
far as possible I have put the demand for the next 
five years at £19 000 000 a year 

13 3S0 £18 000 000 for tbe inunodiato qmn 
quennial period, and £22 000 000 for tbe following 
fire years? — Tea 

13 381 Do those appear to you to bo well snflijD 
wbat IS reasonable to allow? — Tea If fer instance 
tbo world were to be normal in tbn fire leSia to 1931 
and if It then took at tbs 1913 rate li wonM be 
£133 000 000 instead of £110 000 000 for the fir* 

13 382 I obserre you have taken an in^de figure 
there and we come to the interestiBg point raised as 
to tbe position of China You say that " tbm are 
indication* that China's preference Ufer on will be 
for gold which would be in tbe natural course of 
events " VTbat was there in your mind as endenco 


of that?— I was thinking largely of the history of 
India It IS n case of a poor country becoming 
ru-Iier, nnd Cliina seems to mo to be passing from the 
oopper or bronze Mago to tho silver stage, and it will 
in duo time pass to the gold stage 11 e fact that 
it^is so passing js to a certain extent indicated, I 
think, by my table No 4. There you will soo that 
the significant figures apply moro to the war period, 
nnd perhtpa should not be rct.ir<lcd too closely, but 
in tbo fire years lo 1919, 61 per cent of its imports 
of treasuro were in the form of gold, and only 39 
per cent id silver Cliina has imported gold to tlio 
extent of £11 500 000 in a single year recently 
13 333 Taking tho figuros for the quinquennial 
period for 1921, to what do you attribute the dis- 
gorging of gold from Qiina? — Donng tho previous 
five year* they im| orted £17,600 000 of gold which 
was extraordinary It u rot rcflocted in tbe pre- 
vious figuros, and tho disgorging may ho a natural 
repercussion They also showed, during those last 
five years on extraordinary preference for silicr 
Their silver imports were quite extraordinary 
13S34 As regards this question of China, what in 
your opinion would bo the effect upon the demand for 
gold from China of A marked fall in the price of 
Sliver, or any inetabilily of the silver market^— I do 
not think 1 have been abto to get anything out of 
tlie figures with regard to that In the base of India, 
sf yon take Gereraaeot purchases, of course, tho 
Government atwavi bought silver when tho prieo was 
bigbest but tho Indian pnrato demand for silver wu 
alwav* accentuated when the price was low As far 
as I remember, I cannot seo id the figures of China 
that that same thing occurred there In foot if you 
compere this table with the Indian table (No 3) you 
will see that very often th* demand in ^ina was 
absolutely different from tbe demand in India— in 
those five years to 1924, for instance when they pnt 
£61800 000 into silver os eompaeed with a much 
eraaller figoro in the previous five year* India, of 
coarse, to a ceHain extent hid taken its large 
amount of silver sn 1918 while Cliina s bigccrt year 
was 1920 ** ' 

13 385 It IS suggested to us that if a shock is ad 
ministered to » Ivor by India aelhng silver or ceasing 
to bny silrer China would tend to switch over from 
silver to gold as a store of value in currency Are 
you able to express any opinion on that*— I am 
afraid I connot answer that qneetion The Chinese 
figures are altogether exceedingly puavlmg They 
import large quantitie* of treasure although their 
merchandise balance (on published figures) is against 
inTn^*"^* opposite condition to that obtaining 

13^ Now we come to the summary table In para 
graph 8 in which we see that tho baUnce available 
at money according to your estimate for the five 
veare to 1929 will be £175 000 000 and that for the 
five jeara to 1934 it will be £125 000 000?— Yes 
13 M7 And that the stock of gold money per 1 ead 
will have remained unchanged® — Tea 

13 383 From that you draw tho conclii'ion 
quoting yoiir important words in paragraph 
9 that the balance avoilable as money in the 
expected to be much below tlie 
£540X1000 and £49 400 000 per annum of the two 
quin^ennia to 1514, while the needs of the world 
wdl be much la^r than then ’’?— In the subeequent 
«hi. I supply of 

*'** '*"“t of the demand^ 
e required for kcep- 
ic development In 
I considerablo 


section of this etatemi 

money mil be about 45 per 
that IS of tho demand «l the 
ing up the world s normal ecc 
any case I think there i 
dmrtage whatever mew one takes’ of it 
^13339 Following on tho argument from that con 
^out that from 1920 
IT falling factors? 
a matter of fact 
all these figures but 
“7 point IS that if the war I od not taken niaco von 
wonUhere had a turning point stiU at 1920 Prices 


sraph 11 T 
1 period of st 
1 but for tho war 




H.OYAL rOMMlRSIOS OK IKTrtAV CGRRFKCY ^KD TIKAKCE 


13 <03 Tha »ic» ha* Wn ciimstM! 4Usl crrnt 
«^nomy of roU ro'il 1 •'(fartoil nn 1 otiRkt to !>«• 
olTcrtM hr tha cartornl rclnrtion of tio jarconlaB* 
of tnit-vllio $:olJ haU by lha cantral baivki*— ll i» 
aWlnfoly noct.«?ary that KToal o^-onnotj (haul) f««» 
axamiad in the iiM of Rol I Tt a foiilim absoluldy 
ralU for it 

13<(Vt Tho mrolu'ion of your arcnmaiit i« that 
nnlaM Mirh oconoinT ii rxarciv 1 t) an tliartv wlH (•a a 
nil warntv of Roll?— Yo< You will hara a l>nB 
period of falling priocj, raducod prciparitj, an! a 
loner tlandird of lirmB and eTerylliinR that c>>a» 

nilh It 

n-fOl Itafora lanring thi« topie, let mo rafir to 
one quarlion with regard to tho actual Indian poai- 
tion Siippofinc that tha tendenay wera l« Ro tha 
oti ec nay in India and that there waa to bo a bic 
lit tnnnd for moro roI 1 for India ruppotinB that that 
dimand was to nTonunt to nomethiTiR in tlm nalora 
of £10.1000 000 worth of c"ld in tho eourao of 10 
jean \toull rou ho prepared to etprowi any 
opinion as to what elfeot that arould IiSto oa th« 
Rcneral question as analyW in your niemorarulum? 
— The elT -ct sronld only ho to inereaio the alearea 
olfert of tho thortaBO of cull whirh I eonlamplata 
under normal rondition* 

13<0.*> tnd wouH that be a substantial intrcasa 
nr an inerea»o whirh micht he netleeledf— It would 
he a iiibsUnlial ineresae Qnn must not howerer 
oaaggeralo it It la £103 000 000 aRaintt 
£3.400,000 000 It i* a rsalter of 4 or 5 per eent 
\oo can (ret «l from Tn» fiRures in paracraph 0 I 
eklimato there the l.alanen araiUhU a» noney for 
the 10 senn to 1331 at £300 000 000 lou hare 
to net thn £103 000 000 agBinst that Then, of 
Miiirto It beoomes a much htecr percentnse 
ftOO That is, of the addition diirine the firn 
Tears to 1033, wliieh tou eilimato as £175 OOO.WOf— 
For firci years, yea or fee the 10 years to 1031 
£300 000 000, and that is roughle the 10 vesra you 
hare ip ai<.», I think, in the questions wbiek yon 
liaae put 

13 407 That is so, so that £10.1000 000 would bo 
a taking olt of alMiiit on^third of the tnlal emeant 
wh eh slinulj beenfflo adliiionally arailable*— kea 
aad this total amount at I sav later on >a only 43 
per rei t of the world s rrs|iiirenii nti on the normal 
seale of ecenoinie dcrelepment 
1 1,40.4 In or Kr to ke* Ji thiiiKa BoinR cren as they 
nro* — To keep tliem stable— not to lead to on 
increase, hut nierelT tn keep them stable 
13 40*1 In tho nest sertinn you deal with tW 
interesting topic of tho inerenso of gold nesded to 
keep pace witl eLonomio dcrelopnieiit, aud yon draw 
attention to Prof Rustar Cnawl a work on “ Tlie 
Theory of Soeiil l^conomy " I undorstaml tbe 
principal dilTereneo helween tout calculations and 
those of Prof Cauel is tl at prof Ciwsel lakes tlm 
total amount of gold arnilable, and you take the 
total amount of go! I OTnilnble for monetarr pur* 
poses^ — lie takes tho totnl amount of gold snppoiwd 
to baic been produced in Ilia world from remote 
times while I take onlv that portion of that total 
gold production which I can seo has gone into 
monetary user I ba»o U upon tho nggreKato stork 
of !?)1<1 money lie bases it upon the aggregal* total 
production 

13 410 \ou eiplain why yon coiiiiJer the aeeond 
method more preferable’ — Yes I giro I is argumeDt 
for preferring tho other method but I cannot follow 


IS lownrrr, an imjiortant dilTcrenco In the amonnls 
intolrril, as 1 mention hicr 

13 411 It is Prof CavcI's conclusion whuh is 
quatnl ifl jraragraph 13, that “ an annual prixloclion 
<t I i>*r cent of the supply at any titno is a randi* 
tiin f»f Ibe fuaintcnancsi of tie general iriMvlcsel 
nn I angeil, as far as ll g gold supply is concerned "f 
— \cs 

11414 Ion jKiint out in jaragraph 17 that 
bis lonefnsians arc sharnl ly many cconoraiits an 1 
that jnuf coBcliiiions in your Trade Oirles U art. 
arnrml at by a slightlr different melboj, aro 
practically identiratf— Yri 

11415 lour ronrliuions, I think, are finally sum 
marisol In the table in paragraph 33f— Tfiat sbowi 
tl « rate 

II tlQ I tin not quite sure that that table is 
fcetly cl ar to mo at 6rit sight 31 ill you explsia it 
a little*— I irst r»f all, I 1 aro taken two sets of 
■ eriols Tho talle ongll tn hare a double dividing 
line in thn centre, it would make it rlearer I take 
fim of all the period I^il 1907, splittiBg it up into 
two poiiiona I a'«> take Ihn pernvl 14411911. 
splilling that up into two portions Tint 
M, jn each ea»o we divide at years where 
thn eomniaiily prim Imlet w»., at the sarro 
beet, and whether you taka tfi* one periml or 
tho other tho figures ar# appraximately llie same 
the »t»(k el gel I money must incrraw something like 
1 |*er cent eotr|>oond in order to support Ih# rat# 
of eeonomu drselopment, judging by pr*-war 
experience Wanm theae are all pre>wtr figures. 

11 417 \Vli8t IS the sighiCeanesi of tbo Cgnri ef the 
dilferenee b< tween the inerraie per cent of lb# itoak 
of toll money and the worlds pepnlationf— Only 
Ibis, Tin mere inerease in popoUtion, whiih is 
rougllv 1 per cent per annum— or actually under 
I p<f cent per annum— alone requires an lucreaso 
in lie amount of cell money if things ar« lo remain 
absolutely stationary and if thera it to bo no •ennomw 
ahselopmenl at all, but of ronrwa oao'i demamU aro 
increasing all the time, and they iuereaie at a lauHi 
greater total rate Uian the inereaao in popnlatiua 
Tie population mereasea 1 per cent , but th* demand 
forc'd increasvs 3 per cent— three time# tho rale, 
whu.h u what one would expert but thero Is a 
ten fenev, as shown he the figures for the percentage 
required to fill with time, at gold money becofues 
more sfficient, and as moro credit is biiill up on it 
I ut of eouew a small, r pererntago at a laUr perioil 
means a niu^h bigger amount m actual goU because 
of the increoso lu tho stoifc of goll monev which ii 
ronlinuallr taking place 

11 4|4 Can vou refer us to any place lo your tables 
in which ono can find for eompariaon with this 
requiruj perrentago luereaie, what your ettimnto 
will Im> of tlie actual pereentago change of the ttock 
of goW moner for tl o same periods, or for either of 
them— tho wtuaN and estimates sa compared with 
a loaU and estiniatesF— There is th# table in 
paragraph 10 koa remember thero that I 
dmled up the period smeo 1907 into j enods 
Biid I showed tho tinea when the world’s 
st«k of money was increasing at tho rate 

after the Californian and Australian liiscoveries, 
then It fell to U pir cent , then it rose to 3l pci 
rent and is now about 1 J per cent In each of tl oa# 
I^CTiod^ when this siock of gold w„, increasing at 
t^ r. o of J to U per cent (which la rery much Ksa 
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follow Hiat thes® fignrrs of the pa*t do not thov uny 
falliBB off >0 tho icdnstrjat ffetnard. or any appro- 
ciaUa faUiOB off It %\cipls tNow* that for a tttna 
It beoame ateady 

11 41? It did not eo ahead?— It did not ro ahead 
13 430 In the adrerre periods?— No 
13,440 Then we come to iilrerf — M »t I jnst refer 
to paragraph 30? Yon ask in the qne«tioi»- 
naire for an estimate of the inererneat »n 
the stoch ol gold lor monetary pnrposes needed 
to heep pace with tho oconemie progress of (a) Rreat 
Rntain and (h) the rest of the world 1 only want 
to emphasise that I draw no dmding line between 
Oreat Britain and the rest of the world What 
affects one will affect tho other British prices are 
world trices and world prices are British prices and 
the tame thing would apply rery larpelv to India 
13 441 I apprehend that in yonr analysis of the 
nicer position von are laying emphasis on the differ- 
ence between conditions of prodsction of ailrer and 
gold amongst the most itBportant of which we find 
that silrer is iargele won with other metals and as 
a beprodact? — Yes 1 draw tone rather sinking 
parallels between the occnrrence of nicer and e'dd 
which rather brings that ont 

13 442 In paragraph 34 yon anr, •' The estimate 
now made indicates that to the eatenl of alioal two- 
thirds of the ontpnt nicer is not won for its sake 
nione, bat either as a by prodoct or in coBjonclion 
with gold That is, M per cent pfui ? per cent or 
63 per cent altogether, comes Inra what yoo descnho 
AS gold ores or base metal ores*— Te« 

13,443 And 17 per eent only from atleer ores* 
From that yon draw the eoaclosion thct, generally 
speaking, high ontpnt u eonsistect with low pcices, 
and low output snth high prices* Owing to the pro- 
duetioB of ulcer as a by prodnet, as long as some- 
thing IS obtained for tho sUeer, a fall m the price 
doe* not make it onremuBeratire to bnng sdcer on 
to tho marbet?— It so happened that when the prwo 
of eilrer was going down most rapidly the productien 
of silctr was leereaaing at tho greatost rato At tho 
fanner Oommission, Frofesaors Carpenter and CuUjs 
said that the great decrease in the price of ttlcer 
from 1373 onwards was duo to the increased produe- 
lion of the metal, but I think most of the members 
of this Commission will nnderatand that it was 
probably dse to rery different causes — tho rirtaal 
demonetisation of silcer by Gcrmaoe in 1*71. the 
adoption of the gold standard by various coontrieo 
which fallowod almost immediatelr, and later on tbo 
closing o( the Indian mints in 1693 

13 444 That is stated in paragraph 3*, where son 
point ont “ The object of the present remarks is to 
indicate that in the post the ontpet has been largely 
— lo tie aggregate and ocer long periods — indepen 
dent of price, and that a considerable tncreasa in 
prodoction may occur in spite of falling prices and 
cite ccria” — Tlie production can laccease Terj con 
Kiderablr. eren if the price u (lUing That u what 
the pist has shown 

13 443 And yon sac that a further redoction lO 
price nnlees exceptionally serere, would not necee- 
sanlc hare any but a gradoat effect on production, 
or at least that tie effect would be considerably (ess 
than might be expected* — Yes There would bo a 
considerable lag It would hare its effect, but I 
think one could easily exaggerate what that elect 
would be 

13 44C This IS of course a conclusion to be applied 
practically to the problem as to the effects of sale* 
of siher be India under some coDceicable change in 
currencT policy* — Yes 

13 417 With the effect of that 1 will deal more 
closely in connection with the succeeding part of your 
mecMrandum In the next part yon deal with the 
general relation between the demand for and the 
supply of ailcer and yon gire a summary o( your 
fnlnre estimate in paragraph 48 Ton pre a total 
expected annual consumption for tie 10 eean 19*6- 
TUti of to S» million ounw*— and the 
expected prodoction u in thn pretej ng taUo 


13,14* The expected production of the same period 
you gire as SCO to 300 million lo other words Uio 
expected productiou is equal to, if not slightly in 
excess of, the expected consumption’—Prsctically 
the same That is quite an accidental codcIusiob 
I did not try to work the figures towards each other 
They happened to come out so 

11,419 1 was wondering if that was to? — It >i a 
fart that the demand must, in the end, be equal to 
the supply That u an economic fact, but it so 
happened that 1 attached this question of consump- 
tion and prodoction independently, and they hap- 
pened to amre at mors or lees the same figure 

13.430 ^eo you aay that the demand must, in 
the esent, be equal to (he aappfy, you mean then 
are anfficient possibihtisa of expansion in the worlds 
demand for silrer to provide an outlet? — No, I do 
not zoeaa that exactly, but that there wll always be 
a demand at a price If the production of silrer 
were to go up 60 per cent the excess would be 
absorbed at a price, bat the pnee woald euSer, of 
coorae In the eame war if the production were to 
fall to half of what it is people who consume silrer 
would necFe«anly bare to coarnrae leas and pay more 
(or what they consusie 

13.431 In follomcg the figures of demand and 
aopply, I recwired the impreasion that it was a 
ptrtore of what you night call a weak market — that 
IS, a supply which is equal to, if not is exeass of, the 
demtmd?— I should raUwr be lueUined to think the 
eentrary, if anything. As I «sid in cosseetion with 
my figures for gold, 1 Ihiok thst this consuspiiea 
can easily be bigger then these figures, MpeciaUy for 
caoage I do not know if 1 hare allowed suficient 
for coinage 1 should expect in practice the coinage 
figures to be bigger than Ibote 1 hste put down 
here Take Ctiiua, tor leatauce t hare put dewu 
3l>C0f>,(M to 60 (to ecu euncee a year, but on pnU 
lub^ figures CtiiBa was cctning about 100,000,000 
onncee a year is 1929 and 1923 

13.452 The figure* do net indicate falling prices 
la the silrer market?— Not in tbemselres They 
would bo affected, of course, br tlie general fall in 
the price lerel If there la vu be a general fall in 
the pn(« level there should be a general fall in the 
price of ulcer 

I34S3. Bilrer would foDow the other commodity 
markets?— Tea. BUrer always goes up and down 
wiUi anything else, t c , the trade cycle moremente 
or annual ranations are similir Tho trend, how- 
ever, la different in the oaee of eilrer from what it is 
in the case of base metals and oommodity pncee 

13,454 As regards the silrer market iteelf, you are 
of opinion that the prospect of a subetontaal differ 
eoce between supply and demand indicates rather a 
etiSening of price* in tho silrer market?— Yes, but, 
ae I aay, the fall m the general price level has to 
be reoteisbered 

13.453 It would be subject to general inff uencM *— 

If the price lerel were to remain the same for com 
moditaes in general, these figure* would indicate not 
lower pncee of sUrer, but if the demand were bigger 
than antuapated, as i* more Ekely than the rerersc 
1 would expect the price to stiffen ' 

1.3,466 1 do not thi^ it can be bettor summarised 
thau in your words in paragraph 60, where you 
out "Thus supplies would be increased by 13 per 
cent , but in order to absorb them those who hare the 
choice of baring would (unless silver were to cease 
to be a markcUble commodity) bo compelled to in- 
•i... ••Yjngj j,„ jQ average of ® per cent " 
a tbat a little furlber?— I am taking 
1 as to what tie output of silrer 
the next 10 years— that it will 
of 2-0 000,000 The figures are 
e preriously taken Then I 
j toe case of a selling of these 
•* annually br India there will 
lo be a demand far fndian coinage which 
■mously estimated at 3»7 ono fOO ounces « 

. not know If that is correct, but I think 


TtiU-you 
my previous est 
IS hke to be c 


the eamo as those I hare 
am assuming that i 
70000000 fine onno 
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It iicrtisaril) loUows &i) 1 Uip^ume VUal «Umainl lalb 
unaj eiiuiiij, and lliat llio <.uiini,« “1 
lUu ttorld Bould iiol Iw uUtvUd al oU Lij jui> OuukO 
in till prut. uJ sih«r it would be alfected perliapa 
lo a \eo sligl't extent but 1 do not ihmk U axHild 
be aiipreciablj aUeited Countries are not lery 
likely to increaso their silver ouiuate niort-ij beoauae 
thty can get ailver cheaier ao that the whole ot 
the demand would be drawn upon Indies pmate 
imports, Chana and tho industrial art* and in order 
to make up the gap caused bj the in-tion ol the 
Indian t.oiernmeiit, il it Mult place in that *aj, 
they tvould hate to increase their demand by aa 
average of about 40 per cent in order to absorb that 
amount That increase, of course is a very big one 
I have no doubt it would lake place, but *t would 
tnke place at a price 

1J4j lou say llus would menu a prolouiid 
e position and it toiuu not do nut-tieo 




u he i 


otiTB aipiioa Uio w— . -- 

llM pni-o ot eilver and tho eUect on proaucli 

lu sneaking ol the general tuture ol tue aiiver market 

jou dostnoe tho prospect as ono 

* 1J.4U3 Ojuld you explain what would bo ^ 
LcmVai ehett upon the silver market ol theae sales, 
« nnarua tho atinal tUett upon pticosl' kon ueai 
with It i« paragrnpn i>l. do jou D0t‘-lu paragraphs 
s! and 6-1 ion au® t»«r« i »''T 

IJU" to iJiJ tlu.ro was a steadily ruing curie ol the 
luomy amount which the world was prepared w pay 
lor Kiier production, and that il that Lue were eou 
liuuod to iJJO and lJ3o it would show prices lor oaiU 
of those years ol dad per Boo j 

biliaia that IS the position, ot lourse the war h^ 

r“ ” 2.' "J p'7“ 

demands and Chinas demands and ladusinal arts 
were ubed M take this additional s^ont, 1 am 
aasuming they would pay the eame tjstal ^ 

“larger amount that they would pay ^ 

o'?"" 

r'..‘”rr 

''’l/ilo" l"i2Tjlu''cliU tliofive B 4 diUoQ.ll iMiiotsl— 
loB ■ llo, 6«B“1 PduUon 

13,400 1 lb..! .1 b.. -'S;"™ ! !!!;; 

r.'S.';™ ,‘,.b.;.ib. ibB. 1 lb..!, lb. u" 

would not stop at anything like 

13 4C1 kou do not find it “ 

"“itwf On'i;^ou would'not bod'd an, thing on tbe 

'‘u403‘‘kou“ ay m point 6 " Much »ouM depend 

lJ,40d you y t,„,r„oieiils action ns regards 
^Wer”"u? also on its policy as regard. goM U 
fiilt iero 111 the direct on of introducing a gold cur- 

‘ inirlT short supplj, »*«! prolonged fall in 

incrensi „y winch from other considerotioiis 

{’"'bl.en sssumi would he considerably accentuated 
Tk% -cold of course, hoe lU effect on the price of 
Thu ^ general reoervation whuh yon 

hset already mndef-kes except that Uiel down 
w.rd hru from 1924 which I hare been saggestnig 
:::;?d'b^me stm more downw.rd-Hhe downward 
movement would be accentuafed 

13 461 Tine point has been put to us in evideni* 
and I should like to pnt it to sou It ha. been stated 
tut Sliver follows » peT“n ‘"i^ 


tbwD Uiey were, the price of silver js likely to go up 
to above 40d The argument is that silver is now fur 
Nome reason or otlier which is perhaps not explained 
belov what you would expect to find it in view of the 
general nee of commodity prices since the war What 
wn^t do yon give to that observation bared upon 
the relation between the price of silver and general 
oommodity prices? — Uell, I think mv table in para 
(..mph 51 throws some light on that I there show 
that the pnee of silver does not follow the ordinarv 
rules In Ihe case of base metals the prices have 
gone up m a marked degree white the price of silver 
nlthougii tbe output has not increased to anything 
Lke tho same extent ns that of base metals has not 
followed the hose metal figures at ah It is possible 
that silver can go up to that extent, but I should not 
expect It generally 

13,4oS Can you suggest any explanation of wh, 
it has not risen to the same extent as other com 
moditiea? — No Of course silver has had some very 
bard knocks It used to be the basis for currency 
and It has been knocked out as being the basis for 
lurreiicy Its uses hare been to n large extent enr 
tailed in certain directions at any rate 

13.466 That factor is a continuing factor?— kes 

I do not know if this has anything to do with it, but 
it u also ft luxnry metal rather than a necessity as in 
tbe case of tbe base uietals, although to far at that 
IS concerned you would expect in times of prosperity 
the price would go up nutte at nucli as in the rase 
of the others • 

13.467 Id that connection it hat been suggested 
to u. that there u likely to be an increased demand 
for silver for co nage among tlie uations of the world 
Have you any view on tlist?— That is very very pus 
sible T think I mentioned before that 1 have tskeu 
•hat I consider modest figures for coinage, and it is 
in coinage that 1 woiiW expect the deraaiid to be a 
good deid bigger 

13 46$ Ton took the cae« of Cliina?— I have some 
figures here for 1021, 1022. 3023 aud 1994. showing 
tbe aoiountiof silver used in world coinage I have 
tbe figures for net coinage The United States Mint s 
table for the world for net coinage was 07,000,000 
ounces m 192!, Ito OOO 000 ounces lo 1922 157,000,000 
ounces lo 1023, and 103 000 000 ounces (abich is an 
incomplete figure) in 1924 But tlial includes India 
and China China comss in in the t« o middle years 
for 09 000 000 and 94,000 000 ounces Exclndiig India 
m 1 Cliiiia tbe absorption of fl e world for iivt coinage 
was 63000 000 fine ounces in 1921, 71,000 OOO ounies 
in 19?3 C6 000 000 ounces in 102J, and 90 000 000 
ounces (which u an incomplete figure) in 1924 Tliat 
M during the period wlicii the Cmted Kingdom, 
having debated silver from the basia of 921 per cent 
to 50 per cent fine waa actually '"rtiing out wiver 
at a considerable rate — at a rate of 16 000 000 to 
30 000 000 ounces a year on balance You find in 
1924 Germany came in and took 21,000,000 ounces 
Russia came in in 1923 taking 0 000 000 ounces in 
iu.t B.d 12 MOM! oun™ .. Wl~™ 

year You bsre Austria coming in with 5 000 OW 
ounces in 1924 and so you see the Ctontinent begin 
ning lo wake up and absorb silver for coinage pur 
pises Of course, on the Oontineiit during the war 
and particularly afterwards an immense amount ot 
silver waa turned out Silver coins virtually beeame 
deniouotieeJ, lartly by tlie people themselves am 
pHTlIy by the Governments Tii it has left a vacuum 
that has to be filled I have not figured out the 
amount of filling required but it is quite possible 
that there may be during the next few years as 
Europe gets on its feet a very consuleral le demnnil 
for silver for coinage purposes 

13 4b9 Are there not big reserves of silver to meet 
this demand and Ell this gap held here or there?- 
Thero are very big reserve, in India, '>'■1 
tley wiU come out or rot I do not know I 
dnnng the war in the case of one “ 

very big amount eame out— I am afraid to , 

the figuTO-wliero one of the ruling princes turne 1 
out many, mnnv tons of silver winch came to tins 
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pountrj, but In general, of course, tlic ulnr cI«hb 
tii>i come out of Iiulia, but )l continually goes id 
13,470 Are }oii aware of any big lioUlnigs of ulrer 
anywhere else winch are ilemohihict.1 at present? — 
No, there u the United States holdit g of silver, but 
they got nd of that for a time by selling it to India 
Ihev huic now nplcnisbed it and inlend to keep ll 
13 471 I though that there was a lot in Snitxer 
lit J® — I shoulil not think so 
13,472 Nothing substnntisl, joii thiokf — Vo, 
Rwitrerhtid is in fact using lery lillle ^wiUerland 
IS using very little for coinage now It is of the 
order of about 1 000,000 oQoces a jear 
13 473 (Sir I’ursfcflfamduj TAolurdns ) May 1 ask 
wist Tou haic in jour mind when in psra 
graph 4 you exclude India China and Egypt 
III your calculation about the stock of gold 
iiionev in the world? — IVell, T regard them as absorb 
nig or Iwarding countries Afv world alock of gold 
money is supposed to represent the amount of gold 
inoner winch influences prices and condilinns 
generally but in the esse of India there la no 
effective gold money now 

13 474 ISni inn gold bullion which Indians are sup* 
posed to iiosrd u rapoble of coming out wlienever 
the demand for it la such as to m ike thoao who hoard 
It want to release it?— -Rut it neier comes out 
13 475 You go on the basis that it i* for all 
practical purpose# d#ad?"^es 
13,470 If It came out would it then affect the 
basis of the caUulhtion son hare made®— les. and 
so in the laso of silver if silver caiae out but in 
practice it never comes out I believe if you go 
lack the last 60 vears there were only two or threi. 
venrs— in fact, 1 mention them somewhere here— in 
which India turned out any gold at all, and il 
inimediolelv reimported much more 
13 477 But if It happened that the gold boltion 
which was being hoarded hy ladiane was used (or 
purposes of currency, that is if they took it to the 
Miut for eoniersiOD into gold money, it would affect 
the calculation which you hare so fully pul before 
tie ComintseionP— 3e£ 

13,473 Gold 01 n ament# aro kooan to have been suld 
whenever the person owning rhem u in difficuUica. ]» 
such case# tho ornaments ara taken from the Udice of 
t) e family and are either inoitgsgcd or eolt— eay, m 
the case of a meichant who ie la diStculltea How 
would you regard that® 3touU vou regard (hat a# 
i so of gold for the purpuaes of gold money m tho 
world®— jfn becauee I take it it passes into other 
1 and# which are in effect hoardere in inv sense 
Perhaps the word " hoarding ’ is not the right wonl, 
but rutber " absorption ” It la absorbed from the 

1 ) 479 It IS of no use as monev because there u no 
gold ciiriency If there were gold currrnrv a man 
would take the bulUou to t) e Stint and eay ' blinl 
this ’ and then it adds to tlie money in circutatum 
does not itp— If you asa ime that I was going to soy 
that theia is sul posed to be gold currency in India 
IJ 4>^ Not since 1920»_Bul in fact 


money lu tho world?— 1 um afraid it uoiilj in my 
fieurus, becauso 1 inaht Hum up in my way It is 
• cooaeuieut way i.f i.<.ttiiig at Ibc alock c>f tohl 
maoey in the worIJ~tu regurd alt the gold In India 
ua hoarded bo i do it foi that puriKise In 
practice, of course, it mai bo that some of that gild 
wul get lulo circulation in India 
13,4tl If you agree with me tJiat m practice it is 
(Hissible that some of that sUitk of gold may get into 
circulation, then tho calc-ulation on which you go 
would be seriously affected?— Well? 

13,483 You cut out of the stock of gold monev iii 
tho worki all the gold which has gono to India, Oiiiu 
and Fgypt?— 3es 

13,480 If It la taken for a i>criod of 200 years, or 
whatever it is that voiir calculations aro bo«^ on, it 
would make a substantial difference?— les, but 1 
could hardly imagine that at] the gold which Las 
gone into India, or anv appreciable proportion of it, 
wouW eaer enme into use as money It would make 
a differeoi'e, bnl I should not think a serious 
difference 

I14®7 Mav I awume that you take it for granted 
that gold winch goea into India never comes into 
effective mooetsry use?— I do not think it doi# I 
do not think it affects prices 

13 4®^ If I hold gold worth, aav 100 000 rupees in 
bullion and at a period when I happen Ui have 
suffered a loss in busineia, or when I want to expand 
mj busing I take that gold out of my hoard and 
Mrrow on it, do yon consider tint aa my putting 
tlm gold to use as gold money®— Vo, that would be 
o'lng it aa a commodity 
I3 4®9 If 1 sold It?— Yea I presom# tho person 
who buya it from yon would also iiso it as a com 
modilT, and not as gold monev 
13,430 Bby do you neceasardy take that view— 
be^nse you take it that all tba gold which goes suto 
India it used aa n commodity only?— ^es 
13,491 So that your presumption u that all gold 
»b^ gout into India is used as nothing but a lum 
nodity, and la incapable of uie for the pnrjiosca of 
currency?— les, and 1 understood vou to say that 
that wo# eo 1 understood you to say that gold does 
not circulate 

13 49J It has been so since 19J0 There is no 
question shout it, and 1 do not think any of my .ul 
lesgues would duogree with me them Then in that 
c^ one may come to tba conclusion that you would 
like some wbeoie to be devised by which this .,uuii 
tiU of gold which 'went to India was capable of bein ' 
usM as money, namclv for the purposes of gold ,ir 
culalion?— I suppose so As I said before, tlie olije. t 
•a to reduce the demand for gold os a commodity siid 
to divert it to monetary purposes ' 

13 493 And anything whicli aimed at that object 
or effectively served that idea is vrbat the world nee<U 
most at present®— Well I do not know It wouM 
depeod what use you would make of the cold when 
you turned it into money If, for instance 
n gold currency, I do not think 
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Not iiiMxli tti a toVtn?— -Uut liM twA it 
licen pat IQ circulntion to tlie rxUnt c‘ £20,000,WO 
or so? 

13 517 And it liiu kept >d circulation iiior* or kos 
I linvo not heard of tuncli gold com hOTing Wn 
licid Lack and put into Loarda '/hat ta a matter 
about which I was wondering wlictlier lou would giro 
us any figures 1 do not know of anj fgnies winch 
show tliat a good deal of gold in circulation di»> 
appeared and went into hoards — It would at least 
lie n reiy big speculation to put gold in eirculatioa 
in till* hope that gold would come out of the hoards 
in India 

13 SIS Mliy do jou think there itiouM be n 
difference between bow gold currency I'ffecled people 
in Sw itzerland and how it would affect people in 
Indiif — In India it is an age-long babit In Bwit 
rerland it was the habit of a year or so Alter tliey 
had held the hoanU for n few yean, 1h»y turned 
them out nt a conveuieiit opportunili In thte 
particular country we had lionrdiiig nt the beginning 
of tlie war , but that hoarding after a while to a 
large extent ceased 

I3,S19 The age-long habit in India may bare ns 
Its bosis that since 1830, at least, gold currency bat 
lilt Wn araiUble to the people at all —You know 
better than I, hut it bu from lime to time, has 
not itf Gold mnhiirs hare on two or three occasions 
icea minted 

After 190*) once-— a »err small riuantityf— 

Yes 

13 S21 Then they found that the gold came back 
perhaps because the period imniediitely followed one 
of the most tecere famines tl sc we bare known inoo 
wna a totj had year, I think I nay eay —Yea 
course It does not follow but thu u my impression 
It IS a Bitter I am not familiar with but I imagine 
if you were to com gold and pot it into circulation 
in India the effect would not lie that it would call 
oul the boards hut that that the gold lUelf would go 
into the hoards It would cease to circulate 
13,632 I was woodenog if you could tell us what 
thu ostunptioa of rours is bated on— is it simpli 
on this that in India people hare hosrdel gold for 
jeirs now ?— Yes 

13 633 You do not think that thst would hare am 
relation to the fact that they did not bn>e any gold 
iwTTenej atailable to them eser since 1835 or 1^30f 
Since the rupee was coined I ondentand cicept for 
nliorl intervals gold currency was shmiotely for 
bidden f — Tliey hare had silver available aod yet they 
have boarded silver to an extraordinary extent 

13, fi**! In ornameRtsF— Yes I use the woni 
“ boarded ' in > general sense Yon understand wbat 
I mean — absorption 

13 52o Absorption both for ornaments and as bnl 
lionf — Yes, buUMra, and roainlv ovnamesrts I take 

13,533 An ornament is a different thing from 
hoarding bullion Bullion ii practicallv a coiunioditv 
Ornament is a different thing from that — I under 
stand the people of India generally would hoard as 
I call it In tl e form of ornaments only AVhen 1 use 
the word “ hoarding I include the Industrial arts 

In-MnK'ornaiMnU 1 lak*”^ ’’ " *" ’ '* 

13,627 But 1 assume that you would objert mate to 
puttiiig metal in pits or in safes merely as hullion 
Hoarding m the form of omsiuents is a tfaiog which 
cannot be belpeil much It is a common habit with 
women and it will take » great den! to chauK it — 
Probably 

13 529 Just as yon see in the tVest flower roses 
and other knicl knacks of gold or silver and one does 
not ol lect to it or to n gold cigarette case It a 
n luxury, but I have not heard anyone object to x 
gold cigarette case or a gol I match box It is a 

to go in for the Inxurv I thought that your “hoard 
ing jwiilicutallj ief»Tr«»\ to gold In IninuB —No 
I use llie word “ hoarding " in rather a had aense. 


|>drtiaps [ do tiat ((Ulte toeau hoarding by it, 
because, I take it, there is very little real boarding 
in India, citbcr “I guld or iilrer 
13,639 If tho people of India cannot afford citliur 
pearU or diamonds for the decoration of tbeir women- 
folk, surely they most hare recourse to tlio cboai>er 
things they can afford, which u eiUier gold or silver* 
—Yea 

13 530 To (bat extent it is not a thing that either 
ctn Im or should b« objected tof— No I should think 
if most of the gold and silrer is used in the form 
of amament the chances are you would not be very 
successful in getting that to come out of its use 
11531 But it IS capiblo ol coming ont of its ii-e 
witen the man who possesses it wants to realise itf— 
Yes That only applies to a small portion, T take it 
lJS3i (Sir /■i/r»/iofni/ufus TA iliir.fns ) Tint u per 
bxps n matter of information ol which I have none 
13 533 (Str Jlryinnid JJanl ] 1 want to be quite 
clear as to the method o‘ construction of lh» verv 
inieresting chart of vours — Yes 

13 534 It IS explained, in paragraph 24 of your 
momorandum You hare drawn a curve “as murh 
above or below the boriuntal base chosen aa Uie stock 
of gold monev is aliove or below stroight lines in cer 
tain periods between the years when prirce and (lie 
bauk rate stood at the same level '' That means 
‘respectively,” docs not itf It does net mesn tbj’ 
prices stood at the tame (eiel as ibe bank rstef— 
No 

13 835 It roeant when prices stood at the same level 


i' average refers to the bank 


13 633 Tlia mo 
rato onlyf— Yes 
13,637 I wantdl to doer up that pemtf— 1 am 
sorry it u so badly exprmsed 
13 533 The word ” rcspectivelv,” I think, would 
make it quite dear Looking at the chart in the year 
1300, the prices line apparently, returned to the 
same level at in 1851, according to the chart which 1 
bavef— Yes 

13,639 You took the level of 1907 I do not know 
wbelber there is any particular reason for thatf— 
Well, the year 1900, yen will notice, was a peak It 
was not an average year at all If you take the yeir 
1907 and aieraged it with the year before nod pre- 
viously you mil find that It comes on to the fine 
13 640 You were taking the broader movements, 
aod rgnoring the short movemenUP— Tei it some- 
times Is rather miilendin^to takn a.aini^A vum 

19,641 Quite so Do you think that silver bad no 
mfloence on prices m the years preceding l^ys, when 
silver was demobilised on the continent of Europe? — 
I suppose it had 

13642 Thero u rather a dose correspondence be- 
tween tbe gold line and the prices line during that 
perKwl I wondered wbetlier silxer had no effect, or 

wbetler the effect waa on the same lines as gold? 

YYdl credit wes then hardly built upon silver, at any 
rate to the extent to which it is on gold Of course 
I know the gold staodard came into mcreasmg use as 
the nioeleenth century went on, but before it came 
into use in any particular countries waa there any 
great amount of money based upon silver us such* 

13643 At any rale the chart bears out jour argn 
Bent?— When tlie gold standari came in, tlie use of 
mlvM as mono) probaMy nicreased ol.«o but not in 
tbe sumo ratio 

13,544 Tour chart does appear to justify von 
•n ignoriug ailver -T think so Of course the fur 
ther you go batk the less reliance you can place upon 
th« inclusions hot the nearer sou get up to tie 
^ ‘he attempt to 

biKk to 800 the correspondence between the 
total gold supply and tbe prices of commoil.ties bas 
met w,th verv indifferent resulU, and 1 could not 
continue that further back 
1^5 It is dear from your chart that up t 
outbreak of the war there was a very doL . 

eoM raoue. 
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lubicct to very rigid limiUtion*?— I do not quite 
follow that I do show here that the perMntago 
increase in the stock of gold money fell off with time 
That IS ll e gold became more efficient 

13 540 But there was a steady correapoodenoe be 
tween tho curve of prices and the curve of Eo|d money 
arailableP— lee but remember that that gold mimey 
went up at a diflerent rate, a decroaiing rate first 
at 3 1 per cent and then at 3 S per cent To that 
extent geld money became more efficient apparently 
13,517 To that extent only?— To that extent only 
It mi^t temporarily have had much more eU^ i 
am doling here with the trend and not with the 
trade cycle movements— not the annusl variation 
13 515 But the inference to be drawn sMms to 
that tho amount of gold money ^ 

been publishol once or twice iiicre i t 

ri, 

"".r ?•/“». 

cold money on those enrves-at least, I think I «n 

nslO It does bear onf does it not, thesnegcstion 

T put to you that the nmuuBt of 

could bo produced by credit was ‘V'fi’i.n'to is 

the period, when spparenlly 

5“3;S” 


3” Fii 

the world slock of monev " ,1, form* if 

prefer to use the “X.nabt. 

one conld obtain it e„ra,ne is that op 1« 

13,653 The point I wisn lo a^Osble was 

the time of tha war tno . „ - the amount tf 

“.. 7 ^ »< > 

than It has been «in» no o" .nolher factor has 
13.554 It seems to me wiper.ewe 

came np Does it fol ow ‘ro P 
tint the amount of Gu' the past ? 

have the sumo t I „,Bh to have your 

."‘U’ '« "w '• d-l Sr”'" 

r .h. rtS I ...» I 

hack to it on a another wllnem 

13 558 It ", j'; „„rbe the dominant factor, 

that in and financial aothontie. 

and that the ce . ^3,4 to a much grvstev «s 

will be sWo to cent d ^ 

"‘llS“orc«di^iSe"dtt^ ''vf 

druoreiU^rt ’toTapp™F.^o. 

13 557 Ton do tj,^ basis 

1 tbink the world is goin.i back to goi 
of ecoDonio factors getetnllv 


gold 

13 559 Quite «o nnd that amount of credit may 
bo varied at will by tho authorities creating the 

credit? Yea but they will still be subject to 

certain restrictions will not they as in the past ? 

13 660 But will tliey be subject to the same 
reetrictiona? — Not to the same restrictions The 
movement is all in the lirectien of increasing the 
efficiency of gold nnd increasing the amount of 
money that you can ba'e upon a given amount ot 

gold 

13,561 My point is not that gold will be moie 
efficient, but that the authorities controlling credit 
will have a very ranch wider mirgin to work on so 
that gold will not be the s-imc dominant factor that 
it has Nen in the past That is the point that 
was put to os — I can only imagine gold as still 
being the basis but the xnperitructnre may bo bigger 
13 562 tnd more variable?- Possibly and mori 
ramble 

13,663 So that you will not in future be able to 
correlate prices so closely to tl e amount of gold 
money available because jou will have th s otlier 
larisbie factor of the credit structure?— Te« not so 
closely Stilt T tbmk that from ge'd money alone 
TOO Will still bo able to see the curve ef the other 
factors 

13 564 So that you exp«t this curve will more 
vr lota costisue to correspond with the gold curve 
tut at ft higher level?— Yes for instonco, this lino 
I give for prices of eomoedities owing to the elnngod 
basis ot credit and money woold not come down *0 
much It might even run along horixootally 
13,o6S At a permsnently higher level?— Yes 
13 £66 Tumiag to your estimate of the effect of 
tho proposal to sell off silver from India which le 
sfown in tie table in paragraph 50 you show that m 
order to absorb tho inrplua suppliM ef silver tho 
demand from India for private iraporU end from 
Cbioa and industrial arts will have to be increase I 
by 53 per rent ?— Yes 

13 5^ If one followed that out mathematically 
It would mean a redaction of the price of silver bv 
aboot 57| per cent ?— From 35d to 25d 

13568 Asiuming as you do, that these countries 
would coty spend the same turn and get 33 per cent 
uH>r« eilver for it, that would mean I think, a ro 
auction of about 2fJ per cent m the pnee of silver? 
—Yes . 

13 569 Which would reduce yo“v ««uraed price 
of 35d per fine ounce to ?— To 25 dd 1 

mentioned that somewhere 

13570 The increased demand would hardly opento 

*^13OT1 The exlrn 33 per cent would be absorbed 
in the course of time but at the outset when you 
had got tho extra 33 per cent of silver cn tho “«vlcet 
you woold expect a far larger drop in price tnan 
371 per cent , wood you not'—Yes 

13,672 At lie outlet you would expect a very much 
larger drop 10 price*— Yes , . 

13573 Yl.lb the prospect of extra supplies wn 
tinning for ten years that depression would be likelv 
to pcrsist»_NatnralIy the psychological effect ou^nt 
to be very considerable , , ^ „„ 

13674 I -wanted to make that clear— I menton 
«• this would mean w profound change in the position 
and It could not be effected smldenly ard must t^c 
tuDO ■ The idea of suddenly putting on the market 
70 000,000 ounces is something that is not possible 

to consider ,, . ,, rr>i,„ 

13575 Prices mikht go down to ^ 

««■". " ,v. .j»t 
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n the F 
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ou production " 

13576 Tho Chairman astert 
possibilitv of the future 

of material interest to fldm 
future ratio of the rupee to gol I 5\e have been 
P 3 
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loM Oiflt nOi Ou- rii|KV «it )« 4rt , »>.• 1 h«ii» 

I f *i]vrr notiM Ihs at nboul 43-1 an oub<-» I tf InkJ*--? 
tiUnilnrd c>uni« 

13 '>'7 1 think and si Is Cd it utoiikl Iw 4M 
a stniidnrd niinre It has L<>rn rr|>m.rnls*I to u« 
ilist fur tlif folurc stshility nl lh« currenry th« 
rail'! must I« <•<'11 aWp thn mrlting fomt 1 vani 
lo ask you vliotluT you mnsidor, tskini; sti |m»*i 
hiUtios lutu tMiiviiloration that Iha t”'"* 4AJ 
•rniil I lie n safo mnxiiniim tn *»«itnc lor ttio iuiuio 
I'riro of siWfr and whclhrr it sould Iraro ni »«lh 
n sifiKifnlly »Kb liattinl— It »« a xtry low tnss 
mum OUII1] aird to th* r«^l of the world In this 
iviintry our fifiilro i< l£!d at the (irewnt tim« owm^ 
to the rattier ill oiWival srtion of i»o or tVitee years 
aco It nsesl tn he del (Inna Uutaia and Japan 
have had very low rate* lut ajiart from that Indiaa 
rale rt very imatl compan-sl ailh the re«t of the 
world a already IXV| and f/al was tli« ceneral rnn 
of the basis of emninR 

nC79 3oii are eomparinj; wiOi tin rupee Rnli«h 
iilrer roin wbieti ut practically snail chaasel — kea 
n 9T[> It 11 nut quite on the same (online •« Ihn 
ruiM«e*~Vo aura are much moro token eoiiw 
13 990 The pelicj in liitia »inre the lainU aere 
el «<<I has lieen to innintain a margin le>|wr«ii tie 
liillion valiio anci the token raluo o( (lie rut>ee (nl 
mil t'l hsre such a laree marein as can he iiiaintainMl 
in tlx ssso «'( auleidiary ceinace in h rgiUndf— Te* 

11 VI Hut »o di require a marcm and I 

naiilnl iniir s teai as to whelher » 1< 4d rat< r<)iiira 

lent t » a wellinji point •!( 411 i-er ►lan<lar«l ontiss 
nmil I pniTi le a safe mareiu*— Melt 1 esnnol imaeiao 
allrer cems "p t<i 4'VI \t the same time 43-1 i« 
rather low as n »a(Uy ni*tt*n I eannot sew at 
present any |<o»»ibiIily of silver toms up to 43il 
unless this demand for •■ouiase lieenmea prnnounred 
—by the ftllins up o( the < ontinental saesram 
13A62 kou hart already indicated that that is 
II poesibihtv which has to lie considered^ -kca, that 
H n posaihitlty koii know the estimatora when tb«* 
estiinsto the demand f< r silver and the aupi ly, a# .a 
titen hy ime inatancsi I liar* siaen in my paper 
almost ala ays put the demand at contidoraMy more 
thill the supply 

13 'A1 Tlie ealim ite* jiven before the 1a*l Curren T 
(MiUfKissinn M to the InlUfe prlcwa of adver were 
very far out* — tt the last Currency Cemminsion 
I'rofesson Carpenter and (Aillis stated that for a 
serv roiisidernble liDie lo come llie | nc« of eilrer 
n null not bo less than 4a. to Cs Tsl per ounce ko< 
(ire well aliove 43d tliere 

13 534 Put til it estimate haa liecn rather falsified 
hv crenta* — kes 

13 There may Iw n riak of KOing too far in 
(he other dirivtion — in estimatini; that silver will 
iieier rue ahove 431 an ounce? — It mav l<o so 
13 538 That n poaublef — It may be I do not 
kiow of any subject more difficult than silver lo 
.ftimaf upon 

13 537 (Str Ijrury Strujioaeh) Mould Jou 
tell iis tlie main source* of your fipirese — 

Toil mem tho figures contained in tlie tablvF 

kes In Toiir Statement first desling with 
the gild nnd tl en with silver* — Tho mam eounea 
I think are giieii on the talles The Indian fignirs 
lire obtained from the Indian trade return* nnd 
turned into sterling not at tho cu’tonrary rate 
lilt at the aitiii] evchsneo rate of the year Tho 
China figures arc obtained from the Chinese Imperial 
Mirilirae Customs Reports The figurM for Egrp* 
•ro obtained from the usual oflidai sourer* for 
lie industrial arts the figures are from ISOO to 
mj from the Bureau of the Cmtfd «;tat«* Mint 
Since then tho Bureau has only given incompleta 
rragiiientaiT figures and I h*<e had lo estimate 
them nijsell since then I use their figurce na a basis 
and build up on them 

13 539 And the output figures? — The output 
figures are nearly always those o( the Vmted States 
Mint— practically all MTiere you get very much 
earlier figures yon have to refer to Soetbeer 


k'k.fftlJ Tlnwe figutM are oRcial figure* na DM- 
might rail llwin Tliey are not <f your own 
KiRipntatMicf— -Sii rt<>-[t this that for lb# period 
—it i* rallicr remote rou—of routil I^'O I 

foun 1 thn Iniietl blatc* Mirt figure* for gold prrv 
slnrlmn were imomplele. and I bad In that rate li 
ibera up and aiihslitiite my own That onN 
applies to th<we round alnnit l^IO, anil d w* not aflccl 
•he figtirrs in general Tlie total output < f tie oorM 
ainrw 1 I'll i* as given hy the ITniUsI Slalo* Mint 
an I generallv rps iking vou ran say all tlx- ».oH 
output figure* and all th* vvWer output figures tte 
lluMc of the I'nilol plates Mint, which i* remg 
• iKvil as till last authority oti that sibjeci Tbev 
t-otopilo tl'Cin a* far as tl cy ran from oFicial 
returti* int surmtinies tier lave to estimate 
13 531 kon ill! ii< lilt the only way of 
augmenting lie stock of gold money in tho world 
would bo eilher throiikh an increase in prmlnrtlon 
of through ooonotny in t'-e use of gnkl for Imlh 
Monetary and n»n monetary j urj-oaea. and you |oH 
ui that so far as yen ooiiM mi> there was no Im 
frraiialo prospect if an lucressed got I tupjly (rum 
lew priwtnctioii and that anv new pn«tiie|ion woult 
not <om« from alluiial deposits, but frum <re 
d»i>os>Ut~k«* 

1153; If a nesr iiiiporiant gold field were founi 
low ling do you think it weull take boforo pro- 
durlioD muld ho itartoil ? Mhat ) have in mim) 
IS that in eonsideriig the riirroriry qneslion of India 
we base in partiiular to see ahat the I'ourse of 
events will 1^, during s y tin nest ten years, 
bupposing that an imi>urlaiit new Raid field ware 
fnnnl now, would you rsi*s( llat llio tncreaml 
prmlmlton would flav an imiortant part in Ihn 
sopi IjfjOf pi'kl muKey during tho next ten teat**— 
No (Mie can perhaps illosirate it by (’nnaila In 
the Portupme Ihstrnt in Canada Uiot hare bad 
in>|>orlaet new j.ro.lnirr» Tliov have rraggeyaloil 
about the «a\ in vliich the Canadisn Roid entt- 
put was KO'Oe lip TJee rlaim to hare nunoa that 
will beat tbose of the Fand and so on If one 
take* tte year UJV tie total ptraiucllon of CanmU 
not merely of the romipine Divlrut but of the whole 
of Canadi, wae 3 01X1000 otinre* ^vrn tears later 
it was seven anl a half taillion ouncr* That u 
alniuat an ooUtaiiding case of increwe m prmiuetion 
Ihreugb new diKoeene* It look them seven years 
to add four and a hall million pounds to the annual 
oulput rrum the nature of the ease when you gel 
away from alluvial atnirres which sometime* bring in 
a very sudden efl.wt and hive to ikal aith Ule 
mining a* we have tivdav with company niinin" and 
with working tm a hig scale avd so on. it takes msnv, 
many yean to develop a mine and to bring it to full 
production Aiyuillnua on tlie Band when ue open 
out a new mine iiowaiUn it u a matter of sewn reirs 
betweeu tho putting up of the m.in.r to d.'velon the 
property and the winning of tho first gold 

I3 8S*3 So that »c ennnot oxiwct any material vn 
trense in tho supj ly of go) 1 during the next fen years 
.ven if n nee field Wire foiindP-I think not 

^’.^*.1,^''* ^ sou to aa> that yon had 

puined tho impression that Inlm had overdwiught 
goM in recent }ears»_No, I<tM JO-JS onIr_.n that 
particular year ^ 

13,590 Ifow do you winie to that conclusion I. it 

t,!,.® l]„ l„,,. Ss„„, „,| ,„J 

tlio balancu avaiUhle for import is deficient®— kes I 
am speaking subject to correction, but in thownrend 
ing March 19ii, India took £50,000 Ono of gnl I In 

iv 

w?ht ‘"esur lr> the second war Ili7^ 

ot^nfr.r*," s*' tuusiderabW 1 do 

i v 1 ' hero knonn the figitrw but the 

I? ** t *’* ‘f’T are at about the same 

level U IS largely from that that I *»an» that the 
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lEC"’! IWo import of coUl was oTceptninil ind was 4nc 
to whal I rsW over torkinE sBliripufin" thr d«n-ird 
too much or howerer you liWr to put it 

13 5^ \oa wore O'krf to explain whether eold 
which was brousht out of hoirds in India woald »en 
much cliangc the conclnsions to which tou bare coote 
in tills sense If pold came out of the hoards and 
were to circulate as tnonev in Ind a would that in 
one W8» milieate tie position which son haee 
I icturcd in your paper'— If it were to po into nr 
culation or merely come into use as money* 

t3 5?' U It came info U«e a« inone»»— Aes »t 
would miticnle the position 

13 Dot would it if gold came mto circnlation 
in exchange for rupees cr notes which a 


I money® — Aoi 


1 eircniatioi 


IT that 


ciihtins 

n 509 That 18 wliat 1 mean —I do not know 
I can jndiic of that T can see yonr point >ou 
mean tl « amount of money scmild not he changed 
it would 'imply change its form 
IS ero Perhaps T had lietter put it in another way 
Cuppos UR that gold came out of hoard' and went 
into circulation in India and functioned as moner 
replacing as it wonW hare »o other forms of monev 
would that alter your conclusions* In other word. 
wonW It hare anv effect ulon commodity prices*— I 

do not tl ink to 

13 COl It would not Therefore if hr any «bsi»fe 
the hoars!, were to come out and were to «irt«Uto 
V money that would not change TOur P'oture *» «!’ 
—.1 dn not think to 

13H)2 lou »«« »'’o asked the qoeelion why yon 
had excluded from tl e flock of gold money ell gold 
that had ewe mto lod.a Is it because frem In 
{ormation tou ha»e it did not fuuction •* 

_Ae» and hecause gold, so far os the ouUide world 
is eoncerred when it goes into India disappears 
It diiappeart ns far as tl e r«< of the 
eerned complcUly It has J"** ‘•'“V ^ 

dig op gold 10 South Africa in order thsl it mar l^ 
Jiirie.1 in India That u the practical effect of it 
13 003 CominR to snrer il I understood you 
correctly ff I »»"1 P"** '* 

infloenred be the general lerel of 
Would you *»y that If the geoerat ferel of commo- 
dity ptr-o wero to fall the faU 
position of tho silrer market would be 
or taking fJie nerersc, if c ‘ ” 

ri«« and there were special 
prcciste 'ilrer would not r 
commodify prices"— \e« 

11 fatl If circumstances nrore inch as bare ocen 

described in the memorandum which yon ba'o V^ 

fore you that is if silrer had to be *oId nod if 
owing to the scarcity of gold duo powiblr to 

Mention of cold in India for currency putpo«ew 
commodity prices were to fall then tbo t'O com 
lined factors I take it yon would eay wonld knock 
*il»er to a far lower lere] than if goM pricre re- 

mained etationarv* — Ter 

llfilVi Wonld you aeree that if a gold currency 

were introduced in India demanding a substantial 

nmonnt of eold to «lock the Country with currency, 
inTif at the same time silrer had to be fold, the 
con breed effect would probably be disastrous to the 
rrice of silrer"— Tes ecu would Jam ibeni both 
wockrec in tlie tame dirwtion 

13 600 Theii with reference to tie question 
Blether gold continues to be the dominant factor 
ID the creation of credit some wilne>ees hare told 
us tl it it miy not he the dominant factor Would 
SOI agree that so long as the important trading 
coiintrie. of the world are on a gold standard gold 
i, bound to bo the basis of credit re those eonntriee" 
—I cannot imagine anything else 

13 Gfff So that the le«ser demand m ght miIt be 
breuEbt about bv a ^ater measure of conre^a 

tinn of gold withiu the banking reeerrw of tboae 

countries® TTnless tou could reduce the demand of 

ofJiers 


modify prK 
e couimeosnralely with 


13 60S Unless you can reduce the demand in what 
respect? — For industrial arts or for Chins 
13 609 It IS well known that during tho last 2o 
years 1 great deal of economy has been effected in 
tbo use of gold for money purposes The cheque 
system and the binkiug system hare been dereloped 
Tho ayatem of paying bv cheque has been introdnced 
into mnst countries That must bare had its effect 
upon tie moreaent of prices daring tbo Ivt Tj 
years must it not® — I do not quite follow Tin. 
derelopment of the use of cheques means that lees 
gold passes from hand to hand but it does not neces- 
sarily inretra the use of less gold Aou must have 
gold os a basis of all that cheque currency 

13 610 But It reduces the demand for gold as 
carceoeyf— As currency 

13 611 So that if yon substitute a cheque cur 
reocy for a gold currency in circulation you would 
be Bchieriog an economy" — Yes 

1361® That economy haa been achieved to some 
extent daring the last 23 years® — Acs 

13 613 So that if that economy had not taken 
place your carre would run differently from what 
It does®— Aet 

13 614 (Sir Ifajeadronatk ifaokerjts } In your 
reply to Sir Ileniy you said that if any gold mines 
were discovered you could not expect any produc 
lion for ton vesn Is that juct a guess or based 
on (ethnical dale" — 1 do not say necessarily for tou 
leart 1 was thinking of the Rand where niO't of 
the important mines are sitnated bo new producer 
OR the Rand eso come into production until 1 
nolfcr of fire or eight years from tl>« time wIen 
the property is first exploited and when the shaft 
IS first sunk It takes five to eight years to get to 
the sfase of prodnction and then the production 
starts en a imalltr scale (hsn the full tosle intended 
In ether esses iq coses like Camda you would have 
oattors coming into productioci more gnichty On 
the ItoAd ost gold in new mines liliefy to he worked 
in fnture is sitnated at a very great depth In 
tie case of Canada you may be able to work from 
the grass roots as they say— at a very small depth 
—bat you would probably start on only a atnall 
scale and work gmdnallv np to n bigger scalo 
13 613 It sronld depend on the nature of tl e 
nttae baring regard to the scientifio methods of 
mining employed*— Tee 

13 616 Is that the only reason why yon Sir that 
yon would not be able to get it within ton years® 
—First of an for it to take place within ten years 
von would hare to discover it to-day Supposing it 
wero discovered not toilay bat in fire years’ time 
it wouM hardly affect the ton years’ period 
13 617 Z am not talking of to-day in tbat sen c 
The question os you put it, is that if India intro- 
dnees « goM currency new discoveries would not 
iffect tho gold prodnction of the world for ton yean 
in aid of 1 possible increased demand owing to 
India’s going to a gold currency If India goes to 
a goM corrancr then it wiU larelre an increased dc 
mand hut if there has been a discovery in the mean 

time of a large gold field it will operate accord ng 

(0 yoi only m ton years' time AThai I am putting 
to you IS tl at that is all guess-work Ton cannot 
eonclnde that from anv anthuietical table or data 
or anything of the kind — it is all guesswork* — It is 

based apoa a rerr considerable aeamre of proba 

Mity 

13 616 Not on technical facts? — In estimatreg thu 
fnture of course one cinnot know If ron hare 
axiy estimate of the future put before you yon mnst 
weigh it and see whether it is a reasonable estimate 

I do not pretend thit mv e«timates are necessarily 

aacrosanrt 

13619 In paragraph 29 of your memorandnm y>i 
seem to implv that tho rise and fall of commodili 

prices la essontiallv dependent npon the supply of 

gold* — Tes 

13 6®0 kro not tiere otlier factors snch as 

famine good harvests earthquakes roinme of pro- 

dnetion etc which hare eomething to do with 
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j.fi vii»_Yr*, «nnH prirr* *-01 onij 

»nn\ia!lj— it wou'l U < ‘ilj •nnn»l »iri»U'n t fcr» 
tjrit t^x" onlinary tr»\ocj«l# incnMiM-nt* 

c r annuU T*ri»i>nM but aith (h« (miJ— <>« {«inU 
» rtital BiOiTtTirnl— llx> l>ti6 [« n«»l mntrmrot not 
miIK llr ahoTt innriiM-nt aducliRL oeiv a ;rar or 
two. 

ncjl It l» twl onl^ «t» rrl™ of t?>fl •h«fh 
M ntfoU tlx* pf’t' of commMilira, lit Oicrc air 
otlxr tar-ton into iif— Y<* both r*Mj *i>r»k 

tiiB I h'JurirK ror'tnoil tiro W *0 frcrnof w»Hy an I 

Era>f nilT rrxiuctns tfair rr<^ in that *aa, but It* 
fun famrnfal tnffrcnvnl tfio trrniJ of Ifco*^ tr>n-« »* 
WormitK"! I tbinY, ty tin ttwk of potl m noy 
nr?! (Sir Atfnin.frr tfurrnv) In r<n;.i)ifii. 

It i-'o Tory ralnaW* alaliit <( roearlos »iW»r if. 
Tour fjuro" ta\o mio arr'i'ift tb* rrr<'ont>hBM>>t Irooi 
Itir lnilo<l Ptati-n o arkrt of tie Troaturj lto*rr«e 
of ailirr orfor t>o J*4llma» tri* A* yn« or* «*•«/▼ 
in 1 t^t tliOT t ' aotcoll lOg like 'l/t(i|T>reT) 

OoIIari an 1 an a natirr of fai-t an] ] at Vm<i oaor 
JiYidfaMm ev Tlien tlx^r haj to rorbaiak llotr 
rOM-nra* \o* they haTo Hone »o 

ItiwS tMirn Hi! Ihct fni<li reyilrniaf’ins Ibe** 
r(«orTf»* 1 a<t year I |) ink it wa» 

nC5-( line dx* lie iTOillon iH that »tx<ial «lo- 

niati! afffot tho |«ovtionf-Iii t'r.'l W! aM tK-’l 
ilioT were reimtis Wirft'rrn to •firrt'iey) ma 
(grnaa) a tenr an! that *ai tarifoly the rutnan 
ailrer 

t'trj I |i>t •ontlero'l |f t«h Inoar •hrthef ttey 
f«l «foaI/r eraaoif j urrha'ina fa tffU tfx^ atill 
nOTfiftm oea ati! that «aa aliU tlir Rittwaa 
> iTrr I an not iiuKo rerlain If (ley tar* really 
• eaani now hgl tboy atoyfoxt purthaar*,,.| am afxak 
ins aihiM-t In oorrertiin— 1 aheuk! ear a yoar.«ad a* 

I alf aen 

nrJtJ May the omiation of thmo yiurrhaaet net 
teV tre* a ini ef ailver in futur* and laay that net 
I are a HopnaaiAs elTorl cn the marketf t( Ir a 
terr auhatantint quantity that tier brousht— oeer 
.WtaiOCYt) <n3i.*^Yr« for a Umo iher aeqaired 0« 
trhele of tbo 1 nited ^tatoa prodortion of Hfiomftnii 
cnI I «n a year 

nfl2» TTirt mojl «»»»«• on to the mailet new 
If Tou aet free Indian ailrer aim vith the additional 
thierinin qqaolite eomioc on to the loarkel that 
IT a fttstor at ich mU I elj» te reoa rnree 1 il» 
not roe that you make any reference m your rtale- 
ment to that?— No. 7 did not think It afteeted »t 
The tautea at emnasa «hKh \ but* VwIot* eartuiSiMv 
India an I China ahew that (Im ameuiit of coioac* 
in 1931 wa< C.1 000 (too oar , of which it happened 
that tic whole of it was due to He Hmleil Matr* 

T! e real of the aorhi balanced Tliq Coiled Kanc<1oii 
turned out 19 OOO 000 cm of bullion Fraoce 
loom COO otf of bullion, and the rest of the world 
made op for what these two coanlnct turned m| so 
that the total of coinage was &1 00(1 000 or-i . ani the 
I nited states portion of that total was nl«o 
Oominort 

13fi2« Ion do not rpecially refer to that m the 
test of your nicmoranduraf — So 
TTfi?> Ion seem to hare oooTejod to tie Cba r 
nan or 10 eonc other Siember of the t onumanen 
that the future demand tor eoieage of ailrer woold 
absorb a lot of silrrr and probably act fta a aort of 
set-ofi against the decline that otherwise o»i,1t take 
plscea in price* but is it not a fact that in recent 
roars we hare had an ahnonual demand for the 
oinn-co of iilret to rc|iaee ihese reserres of Amencaf 
— Yes but porhap* t might |iul refer to tbes* fisnrr* 
a Iiltle bit further If yon tako the year IRS 
the world (escltiding India and Chinal abmrimi 
1 000 000 oxs for coinage of which the Fmted 
Stales took b2 IlCO TOO In 1S23 the world absorbed 
UiOOOOOO oae of wbu-h the Cnitod fitatea -took 
t9 000 000 oas Then in 1924 the Cnitod States 

largely went out of the minting hnsiness and tie 
world absorbed 90 000 000 00 of which tl w United 
States absorbed \4CO0W0 Cpxs ^ that, yo® sea 


altliQgh lie I 
West Mea» 


irl sla 


I rat d S 


, tic 


rtl 


1 efi rath t fmly, di 5 lh»y 
f rf threr’ scars I think 
they har-e ato| (x.1 nivw » it Icr |1 r«c year* 1 . 1 Cl 

they fcal accrsiMcl for 1 '.nn Oil ,nt. scrlr Then 

tcrriaany rarn,- in t.irt sor wa« a gr»at laitcr in 
l»?t with SI IS" 'in er. and I'ussia lawe m with 
UiOtHn iM- 

llfJt 7<U tliik tile dejnanl f r »i ler j-einr-e 
in (ulnre will • t a* a erlx^ ageinit »«-s»at>iin of the 
tmeri an ilciranl for nlirrf — I tbinV au 

llrrf (Ifr frcifow) 7on bare rfrawn aftmthsn 

to wlat « w ronsilrf to Iw Ihe nurmal in{xirlalic<a 
ef CJI ia n-M an) la 7 'r. mlo Inl.a anl sc>.i 
•trims tie (tin .Ml that (fom now onvanU the 
Cgntca mar »Ww a r.n.ilcf.bU ,)«-rea-c‘-n.ll I 
was Irsipg t<* ea{lain the fact that l*e irapcirta iii thu 
curreal fwa) year were /salt >a)J I'xm*- ip t'" 
pterlous firal yrar I dn n - 1 kn w •he'b-r it ■ 1! 
srmlinne I'll errn £S •••<(••< whjth 1 aMuiu* bs U 
tl>* total for tie I trwBt tsca! s. ar n«» rr ling, a*wias 
to me a little 1 it higVi lir le lia 

litai Fitki • drew up a Mile aUlcmeal before f 
caiBe, mnparinc the import fgure* of tin* l«t 
Jaattary l> 7*t 'larch ZV' asacaiest t>>* 1st January 
1 . 1st Marrh ot Ihi. year-il is a eempanwn fec two 
miBtls It IS remparms the first two et *its 

sear I p to the 1st Maf'h as against the rsTm}"" 1 
l«S. peJiml last yests Is flat f r fnl an impofls* 
t> fai he* —Hut tl I are not p I tha fcjurrw. 
nrv Tr* Tlrse are wirrsL Jsl Januspr In 1st 
MarsI JS', Un ) n tu In I a fimnitU fkarhan 
tifalia a I is) el t'.lm 0» la addi 

iMia to tb<vH Inlia bBOght hear ilr for si ij tnri t flivro 
\ew York The amount gising inlo Inl t ln» tl*> 
I nA during that quarter of llnjl ameaated to 
ilOUOtifa) sterhr- ae that that l< a total f 
tt^ttUteO stetbhg The rtbes ftntet »* hbT* EtA 
Isl lanuarr l> 1st Slarrh I's Unfxn te Iml r 
LI iromo, Dirlaa to India iASiKrtl, tlat u cnis 
£4'/n(n) Then they add a failrmte ' ban 
no f gUTS* fol tl • *M»* yeticn) lO 1059 '—that la ftiwn 
Ymerica— bil are nl np nion that the !• Ul slir 
meiit if anrtSmit is ncgli„ibk .~Tbai bear* oil 
wkal I aai I 

IYC30 Exastly — .(|ar* y^a col ih* (Igurr* (ot the 
curreDt yearf 

tS637 These arc (or this current year— Tk> rou 
know for tie wide eear wbal they amount to* 
That u oulr a iiuarler 

lAflAS 11 e conU not do tl at f am only mtiipar 
iBg ibetii np to date for thu year, }ust to shew t!>v 
prngrva which u going on nowfj only think that 
your fignrea ad ted 10 the prerioua tun* months will 
shew £ 210 ltl(TO for the rear Hell 1 bale 
estimated £SotriO(ri) 

J'e® It just roiiftnns your id«a>— Yes 
MstO 1/ It goo. on at this ratio, I-r.V w„nld sVw 
a rery. rer> ccmsidriahle rrsluction m Indian im 
porta*— Y" In the first ((uaiiar to March iPid 
the importation waa quite extraordinary 
19811 You itateil ftl«o with regsrl to sitrer on 
your i;<nnpi|t.atic>ii ot wotl\* trsiaueoienta you 
had iiKliidol for India for coinage purp<*e* .m 1 
eorcect in a.-suinmg 30 OtW OW ©bs. per annuni»_ 


i for Cl 




190)i Then if sr© tak© toxlar, we laro tfot m 
India 10 tha Cnmner Roserrcs ronehlr sne.i<in.T 

,, .,h„ 1- "sii;*.".', 

I^a doca mt sell anr s.Icor u u qoite ohrioii. 
•he does not want to buy any, earrrinc a hie .i<v-v 
like SOnWOTOO Tlerctoro your «)0fO OTO^wOuM 


eslimiled, would 11 

-Poasihli » „ flunng the fire year* to loot o-, 
.a . 71 ‘ '“ported SOTOtW oas — 

^t u cothing-tM eoyi.ee but dnnng the pienoa, 
fire -wars she imported tu'OOOofo om 

mans wlrer Apart from Pittmans nl-cer .* was 
the hiBsesl amount that India had erer takeu 
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J3frJ4 ni»i IS <iuit« nglit— IVe are la a time 
BOW when I take it, rupees are comioE in and 
silver IS piling up m Government reserves 

13 645 2^ 000,000 fine ounces are m our holding 
iioir — But whr should not the tide turn again as 
It has turned before? 

13 646 Assuming we have got a stock, of 
230 000,000 fine ounces, it would hardly bo coneeiv 
able to iroagiDO that India would buy for many years 
for coinage purposes, even assuming that tley sell 
none of their silvcr?_I am only thinking that 
faking tl e years since IWO I think in half of those 
lears, or nearly half, and sometimes for throe or 
four years at a stretch, the Government bongJt no 
silver at all for coinage, hut it bought very heavily 
in the intervening periods 
13 647 That was the war penod?-_\o, t 
fore the war 1 can only imagine the earn 
happening again Of eouiee I may be w 
that bob T take all that into account 1 see in tbe 
vc*r 1*1^ the Government imported no aitver at all 
nor in the Tear 1902, nor in the years 1903 to 1911 
13 643 Tliere was no coinage then?— But from 
1*103 to 1907 they imported heavily, and it went np 
to 78,000 000 onncee 

13 649 That is when our local stock was reduce-l 
aliueal below normal?— What happened m the periol 
1903 to 1911? t\s» not sdver piled op la that 

period? 

13 050 I have not got the figuren for that hot 
tl e point I was rather tlnving to arrive at was t^ 
wb.l 1. IK I«l. IKl -• K~ fl 

*’80.000 000 o incea of fine silver lu India to-day ©b- 
Tioaslv if we do not oell ‘“7 of thit »• 
not EOiBg to buv silver for eoiBigo?_Bot i^e of 
It must itill be in the rc-crve* must not it» 

13 651 Tes hut the oeceMity for 
rnpces is non-e3istent when yen 280 000W 

ai d you have M crorei of rupees in the currency 
reserves not being used —That is at the raonient 
13 65’ At the moment Then I say lie 30 WOOD 
ounces which you have estimated as being the wn 

sumption flgnro ns representing India s 

for coinagfi might certainly for many years ee 

out of that — PosaiMv 

13Po3{Vr freifcn)! am tsk.ig tho ten year 
jiriod— tie average of ten years 
13 854 (rAoirman) In reply to Sir 
Manl I think yon agreed that it is not 
to contemplate that there may be a somewhat bi^r 
atmetnre of credit built upon gold in the fotore 
than in the past lou point out that in the pnst 
there has been an econ 
by }oar table? — Tes 




>mv of gold effected a 


(T/c witae 


13 65.1 That IS brought out ;n reply to Sir Henry 
Btrakoscb nevertheless in spite of that economy 
there u Hus remarkable correspondence between 
vmir liiM for gold money and the puce index What 
[ want to be cleai about is whether any weight was 
given to this consideration us to the possibility 
of mcrease of supply of bankers money in relation 
to ^Id in making your estimate of the incresse of 
tpld required to keep pica with economy develop 
ment? — For the first period I say that that increase 
was 31 per cent and for the second period 21) 
per cent Then from 1907 right away to the present 
time and onwards I have taken 2 7 per cent I only 
assume a continuance of that rate based on tho 
previous rate of drop I have not made furti er 
aUowancca beyond that 

t36o6 Have you made any allon-ance for tho cui 
tiniiaDCe of the drop in the future?— Only to that 
extent I did sssuiua increiaod economy in the use 
of gold without considcTing the post-war conditions 

13667 \oa have not thought it necivtSary to re 
duce the figure of gold increase below 2 7 per cent 
in view of this factor? — As I pointed out in my 
statement, 1 am looking at thu from the pre-war 
point of view 1 point out that the changed con 
ditiOQ of gold wiU introduce n more profound change 
and Professor Caasel himself emphssises that point 
For instance gold in circulation before tbs war was 
a very important quantity To^lay it haa practienllv 
ceased circulates actually m Mexico It is 

euppoeed to circulate in the United States but I 
believe it docs net All that gold that is going out 
from circulation is a basis for credit It was n t 
a basis for credit before Tbet raoans an economy 
rhen if you r^uoe the backing for bank notes, at d 
so on, you lead to a farther economy, and you can 
build up a bigger super-structure on the same found i 
lion but to what extent 1 do not know if anyone 
can judge 

13 668 The order of lednclion you are dealing 
with le a reduction from S 1 per cent to H-? per cent 
over this penod in your t^b)e? — Tes 

13659 It IS not necessary to make an additional 
aUawaoco for that That is tho order of reduction 
wbi^ one might perhaps, be inclined to make for 
the future?— The curves would be of the eamt 
character but they would diange thnr slope 

J3660 Uvactly?— The prices would not come down 
eo rapidly I only show on this chart what th< 
position would have been if the war had not occurred 
and then 1 show what has occnired as a result of 
the war and the future Iiea between those two 
poinla — eomewhere between the two points 

I3 6G{ (CAairmon) I think that concludes all we 
I nve to ask and 1 am very much obliged to you for 
your labours on our behalf They are very greatly 
to our advantage 

inttdreio ) 
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lafvi Mt cost <\a'sU'On U r¥<lli re>nAf*i»*BU»l 
ujKJri yttor preriCTus rfptiM l> it juf I *»• thw t® 
tn&lo (h« nailer qsite rl ar Anosuns thht tl>« 
£103 000 000 «Urhng of eiWiUobU cal'! moi^ 

India roieiit bo anbataBtiallT jncrraao^— » b 4 tbat w 
making an Minmption wfawli yoa hato net rnado in 
vftor proTjoiij itply— bT \bo viibliaval c{ Soil 
into artiTo nrcnlaiion Ihm ts illcnrod for m tiio m*« 
tnat« of lb* *cb*m* (nol H at it TWgbt Ui noT* 
rapidlv «-ilbdravn bnt that the acinal amount migl t 
•ifood £103000 000 iUrliBs) whal diff*ronoo noolii 
tbia circnmaUCKe make M oenvqMttooa vhKh yon 
I aTt just dT^tVbcil * — The diftTrenm ♦on\4\i* in tb* 
drerro of diffioaltj •afiononwd id potting tb* 
iwuiiir into ep«ra(ion tr arquineg tb« addUionaf 
gold, ID tb« Tariona m*asiir*i takon t>7 other pMpIo 
la prolocl iboir atocVi of (told and th« eaninqaent 
*ir*cts forh as the contrai-eieB of crrdtt to n-h eh that 
wooll giro n** 

13GNI In proportion the greater the ttsount |be 
greater ifio diflirulfT*— |es li eroiifd mteniify tt 
pro (onio 

13 C?0 Tb* neat »a a gtoerM qn«1»m t« whirl yoq 
tnae or oaj wi (eel jooraelf able y> gue % wplt 
Cm TOO exprm anv opinion aa to the dnirabiliiy of 
(he I ropo«al» of the lehem* relaiiBR i* fold in tela 
tmn to tbe intorceta of fn ha an f partienfarly in 
Tiew of the eoit to India of prorid nc a gold entrenry 
1 r the means proposed*— -In ay view the uto of gol I 
na a (imlaling metUuta for ladia wcotd he e( little 
honelt to the people It doM not appear to have anv 
tTonoiaio joitifiration ^ach arguaieati at I hare 
} ejrd tiled n its faroor oool I appear ta be baaed on 
aeree notiDs of natiosa) prraiigs aa l!>« <a cny 

judgment an ill foandrd bol ef that the got { ataadard 
It in lUcU « tign of an sdraneed aiate of eiet'isalion 
Cold IS cireluation msld net eopport exeftaece Our 
^tperieneo tn the pa«t hat demanetrvtad that i& aOT 
rriiia m India or a* say umo when •’ant ef eemfi* 
des<« haa been (peciaUj tbewn initead of oumoey 
coming eat to lopport oxchange the p^iplo bare b«n 
d epoied to hold on to what tl «* hare and to try and 
ol ta n more of it Any gold that did get into circa 
latioD woal 1 be at (he espenae of the (mid in the 
KoM standard and paper carrence iwserTts 1 i 
fact, there would be rather Iwi than (Dors gold avail- 
able to restore th* esebaoee* in the orent of a cri*<a 
or general lack of coafideace I canool ipealt abeal 
the cat I btre seen some estimates but it is diA^ 
cnit for an oat5ider to giro an cfitnion «s to ibeir 
accaracy list India would of oourse lonw the profit 
on tbo CO nage of rupe^ wbirii would bare taken 
place if gold had not bees SQbttitnted 

13 6S* That IS lost of future profits'* — \et a loir 
of future profits Where the eircnlaCon of ^Id has 
been prenonaly tried it always seesis to hare been 
«t the expense of the notes I <jo sot beliere it WouU 
do much to affect the Dsdoubled rcooeinic erfl of 
boarding The fact u the only yeisedr in any 
country I. believe foe gold hoardioe « tnerwased 
education and, as an ancillary measnre increased 
facilities foe banking Until tfacce are supplied 1 
do not tbiuk an eiteQd«<i guid circulation would offer 
uny seenritT or any ntilitv correspoudme to the wwste 
involved la the substitution of a very costly for a 
comparatirelT cheap form of currentT In the »or 
Dint position of India experience seems to confirm 
that the most suitable form of eurreiicy for all inter 
nal purpeses la and I think must continue to be 
rupea and notes For the discharge of external 
objigstions what IS requ red is not gold tn ciscalatinn 
but gold in reserve as a means of effrctrrelv convert- 
ing the internal currence cn demand into an waport- 
able surplus Those sre the general greunds <m 
which I atn opposed to the gold coTfenev sebeino 
13 Turningfrom tilt top c in connection witli 
the lUCit on of gold currency » doubt bas been *» 
preciot rec-arding the re»! intention of the Cnneuey 


antbontics in (he Unilol Kinpl m tvnfcrfimc lie 
nhiraate pol cf in the mailer of reverting to lie 
prewar prart ee of free lunTcrt bility t>f tfco Rriti h 
note into gol] mm Can yon tell m wlat yonr 
<1 cnierti IS abeoi thu a* to whet I cr tfe i tea of bar 
ing gel 1 currency in hngtand hto been practKsl » 
nSantaned or not'— May 1 ask the (•meteor to 

answer tl at* 

13 I fiertainly In wtineclion witV flc qucali i 
of gold carrenev Mr Oorernef, a doubt has been 
exptvsKd «Kaed eg the lotentuans so far as tf cy 
can t-ei of the Currency authorities ef the 

I niteJ Kingjotn with roferenre to the ultimate 
toficy of rererting to (fo pre-war pructicw of free 
conreftibilitr of the Rntisb note into gold eoin ^I'l 
yoa be able to express an opinion as to whether (be 
idea s-f rerertmg to goM ctirtMCy fn the matter of 
oonveftihililr of (be nolo mar be sail to hare hecn 
prarticatir abandoned Or nijt * — lilr J/tm(«pu 

Aeraiita ) That is ciml*t an of coinh 
ISffN) Coneertib lity of note into gnl I roin eirro 

fstion*— Mel speaking for mcsclf I { pc (hat tic 
•loe inay arrive helii in thu eountry and in India 
when rimlalion of gold cn n mav again Iw resumof 
^ far a* thmeofloftT l« conremed I think It is rrr» 
remote I rather suipect that so far as India ueoo- 
evened It is equally remote 1 do not expect to see 
It in tbu country Biywll 

13^1 Ton mesB i« your IifMicef— I oi«o in my 
life-tim* but 1 liVe to shemh the hop* that it will 
comebaeV again and will be a » cn uf that preapentv 
wbieb I trust w* mav rearl »g» n Hut with whut 
financially ''ir ChstW has said I agree enf relv and 
that I* that wbat «e need at the preaent time— all 
of os iO aJJ rtmntnea— IS nur goJ 1 i" revere •» 1 not 
in cirtoUtioA I think ^ir Q>ar|e( d d indicate that 
ISCf*"’ Ai rtganl* I'ntiib (wilirr you faintlr truit 
to the larger hope*— 1 inunj to work for that ei* I 
but 1 d« not rxT>ect to *co i( in mr tin>c 
13 639 Would voo expect to see it m thu eountre 
•o (ong as there was any peisiibiliiy t) at the yestora' 
(ton of tie ng^t efroBrertibiliie of note« into gntt 
might rewull in anv aohaUntial demand for gold*— 
kv I ahenhj 

lS(£>f What pened would you rontemplato in 
which it would be povible to reenme tl e concert hT tv 
of note* into gold In thu country and under what 
cooditiosis'— Weft tbu IS dreaming » not H' Me 
aeo dtearuiug uOw 

13 6?5 Tf we aro only dealing with dreams 1 think 

it IS hardly Worth while to punue « further* That 

IS really It bat T think tbo tinie will onlv come when 
oar internatioDBl prtiiUon becomv sostrwjg and oar 
exebango rule* *e high and so sstufsetary to this 
eoontry *b»l pdd will come ta greater amount* than 
wo need into tbo Bank rveerves and see shall than 
bo Kbd to use part of that redundant gold for circu 
latios 

13 636 On another general qaesUaa can you assist 
the CoOiinieion with any evidence as to tie piokabfa 
future relat on between the world s demand for gold 
and It* supply assuming that Indian conditiens re 
raam nnebansedf-fS r Ckarit, iddu) a* regards 
tho sgpply of gold J bare no special knowledge*^ but 
*.J!*^* ^ the Sguret aopplred hr Mr Kitcbin and 
others The outlook apart from new disoorenes and 

"'1*^? ""““’S •Pl>«»rs to he tor 

Cenertl aedme in the production of gold As re- 

note 

a reco^ructed iurope Against that ttero must 

ach'l™ ’*1**=* Eold-possihlv 

a chan£o in the monefarr habits of fie peoofe The 
^pertUon of the Central 0^„t, of whicT 

hmi alrerfy togun mac bo developed m su^’Twav 
a* to effect considcraWe economic in sK^.„i.X 

s"'*- ““S-w slTi 

eoM^aod tto'"** dccreo-sed production nf 
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tl<.T« la n t cieutii of makin;; «««\\ an aypraBimaie 
of their iiuantitaliie value Mj Ktalement m 
iiiorrtjr uii iiiJieation at the oppiuing tendenexs liLelj 
ti> lie at Mork in (he future 

IlfX'I' lolloving u]oti llut 1 would ask vou • 
ahteh >uu spwiall} tod peealiarjf are 
entitled to ansaer \‘sutQing under Ihu outlined 
<>rhcmc nhick ee have been ronsidcring a blow to the 
Mirer ciarkci rrsulliug in a reduced itatua and value 
of iitrer in vour opinion irhat effect if anp nouhl 
tl at hare in promoting a demand for gold in China 
in rcplirement of Silver as a store of value and a 
means of circulationv — for a long time — fur mtire 
than a generation — tlx Cliinese hare been prntonndlj 
runeer&ed with the indabilitv of aitrer as a basts of 
rrevlit and as a Store of value Their (ears have been 
iiicreaved tv their isolatiun China la non the onl,v 
crest ailrer viiog couotry left She u snrrotiatled bf 
a circle el ctiaBtriei all el which are either oo the 
gold standard or the gold exchange atandard The 
11 inese aUo feel atronglp although I think wrongl; 
that in some way or other national prestige it mixed 
up with this question Tliey would like ter; much 
and have for a long time been anxious to find some 
n eans of adopting gold or aome form of gold exchange 
•tan larvl as the basis of their currency I believe 
the chango would have been made but for the 
exitense The catastrophic fall in the price of 
• liver in terms of S°Id which might take place on the 
Idre announrensent that tlx world# p^oction of 
aitver for t«o or three yeari was to be for sale, erould 
tend to stianlafo the Bovement lO (aveur of a 
chatipe of curreoey m China Tbev eeutd do their 
heat to devise menus for reconeg the amount or gold 
auOlcieut to aerve as a basu (or lastitutiog some lam 
of gold eiehange standard That would m tom lo 
rreux the effect already produced on silver by the 
in lian aoBeueccmeot, both bv a reduction in demand 
for China and, to setno extent, hr aa increased (opptr 
Ilf iilver drawn from hoards 

13 609 One more question oo the gold market, 
which u a question rather more in detail Can you 
fiire an estimate of the aotiual increawat to tlx slock 
of got{ for monetary purpusce which is needed to 
keep pare snth the economic progress of <a) Croat 
linUiu and fb) the rest of tba wortdf— I have no 
special 'knowlcds* On this subject I lave alwavs 
accepted what I think Is generally accepted, that the 
increase required u about 3 per cent per annum 1 
think it IS Sfr Kilchm's estimate J/r Voefojw 
Aermon And Trofeasor Chisels, loo (5’»r CTorfes 
idJii) Hia IS 3 per cent also I think 

13 09 Chn you express any opinion as to how 
msnv veers it will take for tbs stock of gold for 
monetary purposes now held by tbs United Etatso of 
America and at present regarded aa reduodant, to be 
absorbed m this mannerP— 1 abaulJ say from wbat 1 
have *.-en in the Press generallr that the extent of 
Ifx perj^ Js probably very much exag^rated, and 
that tlxre is also gross exaggeration in the amount 
winch It is aupposed Aroervea could ptodeutly aBoid 
to lose Vou probably hare lie figures /or fast year 
There wss a surplus of export* of gold amounting, I 
think, to 150 (110,000 dollars Ton bare those figures 
hir Henry, I lUI pose 

13 roo iir Z/enty Sfrvltvrh I have not got the 
fgurci (ifr jroHoffu A’ermen) I thi^ }* *■» 
over 200 (#0 WD dollars (Sir CkorfM Addw) That 

would* strengthen the argument Say it was from 

130 000 000 to 200 000 000 dollars tt that rate it 

would not bo long before the total was reduced by 


nail in luj .•> ^on I P*’® '* y®" what it IS 

north— It M doubtfoJ it tmerica wjnld afford lopsrt 
with much more On that hypothesis the auswer to 
votir question nould be ten years 

13 701 {Chairman ) Taking into account the sur 
plus of exports and the internal absorption of goldP— 


13 702 ir« 


now turn to the proposals of tl e scheme 

ration relating to siirer Can joa assiat 

on witb any evidence as to the probable 


future relation betueeii Uvu wotld t demand fuc silver 
and itsaupply assuming Indian conditions to lemuin 
unchangedl' — The world production of silver Los beeu 
cunoasly unequal of late years ovring to the uur 
During the last three years it looks— and I do not 
thinlc one coo say more than that — as if it had 
reached ita peak, as if ire might look forward now to 
a gradual decline in production Failing the dis- 
covery of new nunns of silver or of copper or of lead 
ef which ailver is an important by product the suppK 
at silver in future ii more bkely to diminish tbau to 
increase On the other hand 1 think that the m 
creaaicg nso of notes not only m Europe but in the 
bar East, and the resort to nickel and the bawr 
metals aa an alloy for subsidiary coinage point to o 
dim inntmn in the demand for silrer in future 1 
think 1 ought to add to that a piece of inforaiatioii 
which 1 only got this monung Jt is reported by the 
Vice-Fresident of the Bank of China Mr Chang 
Kia ngau, that op to three years ago tbs mints in 
China were coining about CCO millions of doUare, any 
aboot £6 000,OIX} of silver, per annnm If that state 
meDt u correct it would imply that tf e Bss of silrer 
by China is greater than is generally supposed Mr 
rrestOD who has special knowledge of that point, 
might perhaps he able to gire an opinton For myself 
( was very much atrnek with the magnitude of the 
amonot 

l3,T03 1 gather from your reply ss regards the 
demand for silver for monetory purposes, that you 
expect to see rather a decrease in demand beeaoee of 
t^ ose of ether metals for subsidiary couags, than 
any increase in the enhsequeot demondf— IVith tha 
possible exception of China 

13,7(W IVitb refereure to the actual proposala 
before ns, assuming that the proposals lurolre the 
solo over a period of lO yean of an amount of silver 
eqoal to about three itaas the preMOt annual world a 
prodeeiieo, whnt in your cpisiaa would be the effect 
of that oo the ailver niarketf— Z cannot give a 
qnantitative answer to that question, qualitativeV (t 
would he catastrophic 

13*03 Then what effect would the proposals Irtve 
on the markets in copper and nther base metals®— 
it IS estimated by the United States Mint Master 
thb( of the total production of silver abont 30 per 
cent IS produced from the precious metal ores a» t 
aliout 70 per cent from the base metal ores Some 
copper mines, it u said, ore only kept going bv tl e 
sale of extracted silver The effect, therefore, vipuii 
the market in copper and other ba«e tiietofs would be 
to lower the production and raise the prices of thuse 
Rxtab until the damand and aupply trers equated at 
a new composite price level, copper nsmg and silver 
falling, where the new point of price eqnilibriujii 
would come to rest, I do not know and hare no meaDs 
of estimating It used to be said, and to same extent 
cslcnlatiaas were based on the alleged fact that silver 
coiiM be prodaced at % cost of roughly 50 gold cents 
an ounce 1 presume that the cost u higher now and 
that the mines on thq margin would be the sooner 
(hroWB out of actios Those coiL>idcratiaas noald 
lead one to believe that the fall in silver would be 
severe, and that it would be accompanied by a rise m 
the price of copper aud other base metals, but one 
canoot aey how much 

13,709 There is another branch of (he matter on 
ehiA your experience will help and that is, what 
effect Wonld a fall in the price of silrer have apoo its 
volume of production m view of the intimate connec 
tiOB between the productioa of silver and certain base 
Dietala f— Copper and lead mines above the margin 
•ouh] perlaree gi> oo prodaciog xilrer They crmhl 
not help tbemselres It is to be assumed that the 
growing demand for electrical copper would raise the 
price of copper and connternct to some extent tie 
reddettoB in silver supply from copper mteea formerly 
below (he margin Mbat we most look for therefore 
wmild be a great decrease in the production of ailver 
fr»M the eiJrer miaes and a comparatively reduced 
prodnction from the copper and lead mines 



MINUTES OF EVIDENCE 


1D3 


S3 J/ irrS, IWO ] Tbo Rt Hon Montacd Nouiis, VC DSO, [^ConlinveJ 

and Sir Cntsus Aenis, K O M G 


I nited ^tatci Silrcr in tlio United Sutea la not 
cni; a byproduct aa Sir Charles «ns layine, to 
ro{|><.r tin tine le-iil and so forth and >a m tliat 
rniarit; extremclr itD|>urlant and Ttluable bat it 

II oIj>o a product f" >f and carries irith it as large 

a poliiical backing 1 should think as an; question 
in The I nilcd ‘Stales Therefore I do not befiere 
fou can touch nicer in the Unitol StatM mthout 
at ( nco raising cot only a financial or economio 
question, but n political question I think the 
lowition would therefore be extremely diffiralt Now, 
what would happen* 1 bchero it would bo lopsuiblo 
for those reasons— for the aitrer reason — to borrow 
or to open sueli credits in the United State* for tbo 
pnrprwo of carryina out this operation It that were 
so It would naturally make a difficult position for 
us }cro as to what policy we were to pursao and it 
woiil I bo eery likely— by “it” I mean lh« twising of 
thfus credits (or Indian uso for tbu particailsr opera 
tion— loraiM awkward questions betweeo ua hero and 
our friends in Vmerica, if net between the adminia- 
Iration tbero a"'! <he Goeernment here Wbelher it 
would «Jo the latter I do not know , tot that it would 
raise a difficult position between our friends of tbo 
I’escrTO Rank there and the Rank of I nghuid here, 
I am eery certain— and that with eccry wish in tbo 
warl I to aecommodato and to do what wo can to help 
Tlie otter point on whicli I ifioutd Lie to say a 
word It tins Turopo and other eountriea, all of 
whom sutrerwl to a greater or hs® extent daring the 
war, are now sra<]aa!ly trying to elimb back, not only 
to slabilitT, but first of all to a geld etchaopo 
stindard, and then ccentnalle to a gold standanl 
^loy are all trying to do that hr a method wbKh E 
Wliera to lie fondamenially eound— and to be recora 
mend^ to any olhora who are cetuidcnog this qaoa> 
tioB Tliat la, first of all to adopt a golleicbange 
»tMS Urd with Ulllfl or n* CP>>> •"<* ‘Ix" *« ** 

escr the yean to replace praduafty (ho gold eicbanpo, 
tho ralala aecarilr, by gold security That u pro- 
c^ies flaw in fcvcral countries in Eurofo and in 
aereral eouotr.as outsido Fufopo--sr la going to pro- 
eecd It requites for its fulSIaient that there sheulJ 
r« a certain amount of as it were surplus gold each 
year and tho pace with which this plan has been 
carried out daring tho last year or twe-lbe onl» 
period during which it has l<ecn proceeding— has 
necesssrily been aoiiiewhat retarded by t^o fact that 
lliere has been little surplus gold arailable The 
reason why there lias been little gold iTailablo on tbo 
whole IS that of tbo sapp! « of fresh gold tho greater 
part bare gone to India Therefore, already, ea this 
liasis tho subilisation of Furope and to wmo extent 
including this country— bat tlie atabiiisstioi 

Foropo a rery important thing for all of a 

alone fir Indin-is depea^nt on hating orer a 
of Tears a certain supply of gold by which tboao 
Tanous countries can graduaiSj suUtiiute gold for 
valuta— gradnally, possibly transfer gold exehango 
standard into standard to tbo extent ol baving 
their note circulation eOTcred more and more by 
cold and leu and le® by valute, nerer poiog biwk. 
as I expect, absolutely to a gold circulation, bet 
nererthetess over tho years each one gradually geU 
ting a higher proportion of gold against tbeir note 
I'Sue That I beJiere, is tie way In which Europe 
and countries berond Furope, may cTentoally solve 
t! e questions of stability, of security of Note issues 
of prices, and of co-operation one with anotlmr— all 
moving forward tepetber Many countries are 
developing in that direction No one country, 1 
Hunk has the power to run ahead to any great 
extent of the oHiert I bcJjore lbs adrantage^of tie 
manv, os well «» the advantage of each one, is that 
this progress shonld be gradual and nniled These 
aro the general views I would like to put before you 
Titer point to the extreme difficulty if not to the 
impossibility, of carrying through the proposals wbudi 
have boon put before this body- tor r *• 

have tried t — ' 


•nd not 


I think aro very inadvisahlo from the point of view 
of the progress which the world u making towards 
stability at the present time 

13 741 1 taka it that the picture which you base 
painud for ui u this If nil tho principal countries 
keep IB step in th» march towards a sufficiency uf 
gold reserves to attain tho object of internal con 
vertibilily of Notes for gold, then they may all hops 
to arriTo at that point at some future period but 
if one principal country upsets, as it were the apple, 
cart tlieo nobody will get there at any rate the 
pcTJOd mil ho indcdoifely postponed That a a true 
impression to bo gamed from your reply*— That is a 
pcrfectlv true impression, except that I alluded to 
the difficnltv if not impossibility of obtaining the 
assulanco which is necessary for this one particular 
country to make this particnlar move now 

13.742 In your general dealing with the matter 
which you haie to kindly given ns, I think yaa have 
really replied to the particular questions which I 
had reserved te mvaelf to ask you, and I do sot 
think t can with any advantago put them to you 
DOW ID detail It would only bo a matter of repeat- 
ing m aubstanee what yon have already told ns, — I 
am anxious to answer any questions you may put to 

13.743 For instance, if I were to ask, would a 
propntal by (he Govemtneat of India to ohfaio such 
rrvdits in London for the purpose of tarryiDC oof fho 
sclieme referrod to (for putting geld into eirculation 
in Iiklia concurrently with the sale of silver) be 
likely CO enrounlrr any such difficulties as would make 
it undesirable to ronlemplate that step, yon have 
atievdy given us the answer*— I think tna difficnlties 
would be extreme 

13 744 Or again, assuming that tho credit of £33 
million would net bo requircvl for a longer period than 
five year*, what would bo tbo cost to Lidia of embark 
mg on such a credit aclieme (I) if the credit is not 
required to be aelualty drawn on, (3) it tbe credit is 
only partially drawn on in tbe first place you tell 
us It woold be very difficnlt to find Mich credits 1 
do not know whether you wontd be prepared to 
eiprcm any opinion as to the cost*— No 1 could not 
express an opinion oa to that but I s iv that it would 
be extremely difficult tho credit being connected, os 
IS muit be at this time with the silver proposals 
before you 

13 74o (Chirmon ) I have some questions which I 
shoni I (ibe to ask you if I may nboiit the constitu 
Hon of a Central Dank, but perhaps at this point 
on thia first topic, 1 might ask jou lu deal with any 
auppkineatary questions which some of tny colleagues 
may like to ask 

J3746 (A/r /‘rfJlaa.) If I were to tap that with 
veganl to the proposition which you have been deal 
mg with — the written one — thero is another body of 
opinion in India — a large and an inSoential body — 
whtcli has a totally different opinion cs to what ought 
really to happen in India wuli regard to the currenev 
ajetem, o body of opiniou which peih ps i might call 
at thu moment an mirticnlate body in so far as there 
ote no representations of what their i leas aro before 
you hut if I were to assure yon that tnose ideas are 
totally different from those which hive been repre- 
sented to you in that wnlten document would that 
eaUM jou some sense of comfort* — I do not think 1 
quite catch your point Ion say there is a great 
body of opinioa in India 

13 747 Other than that which is lepresented by 
that document and whose news are other than those 
represented in that document but wlmh is a very 
mfloentivt body would that canse you some feeling 
of comfort* — I should like to have jour question more 
definitely put kou mean that this bndv of opinion 
of which you speak docs not favour g Id ciiculation? 

13 748 That is rnllicr a detail of tho whole This 
body of wbith T speak does not f avoav tW progi*^^ 

^vlt with this morning— IThat is it you are asking 
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me, Mr l'r««tot>, l«cauM 1 tlo oat Hiioli 1 know 
Marllj? 

13 71J .Msj> J fBUrgs i> Tkrr« i> •tioeirr 
\)oJy »hicU toi»»iiIcT» Vh* oUcT «1>ith 

uW to bo tn forcu in ]n<}ia at Ji4(iiiK roBiItroJ 
» grtai KTTico to the countrj Tti*y »«wgni»« that 
It haii a Kcaknrtt, bat (boy attribute that vrakneia 
eot to any faaU ol tbo artUm hut rather to mit. 
tuanagciLent o{ ifw aytteni, »nl in erprraeios their 
opiBiooi DOW M to shat ahouU ha i^one with rrcarl 
to a (utare currency ivatem t)<y lUiiro to hate 
hrouftht into iottv in Imlia what ih»5 tena aw itn 
proYoincnt on t)>o oI<] ayitein, wbiih wauU realty Inean 
that wfial wo ebouif hero woul] tw a afisjila galJ 
ftanJanl, that le, a free inflow of - ilj rn<i a |c«>« pot* 
flow of Koli] hut that, a* reeat'Ja the qoeetion of 
currency, that ihoul I nut lie atienipiei] uotil (.ma 
Diore tvtnola ilate, when a auf&ciency ot Rol 1 tout | be 
aceumulatrO without (Iixturhinj; aorU price* ^outJ 

that meet with your aporotal* { I'lmiM ta eery 

gUd til hear that anyWV aerved with ire It a« 
alwayt romfortini; 

13 TSO Ta that fotloiitni; your Ime of thought*— 
^Vhal 1 hate aai ) ap|1i<n tu tfau p* licular tchemo 
1 liaee not ctaWated aoy partiioUr atteroatiy* 
act eiiie 

13 761 1 thought It only ncht tuat 1 abcolJ aUte 
that there u aeolher arbool of iboughl not »e|re> 
aented la that acheme, and avert un your epiaioa 
U to that other achoci u{ thought,—!! hat i did not 
tppror* of war t)ie riaeetwo of a ggtj circolataoii 
That u the poiat of (Lu echrmo doy cehesie, abort 
of that, which cnieht tiu altered or ararndad fn y*are 
to eemo hut which at the preeent tmo eWewed twonto 
to acquire coM aa they acquired any rther conunodity, 
I ahoutd think eoutd he eatnfaelory 
13 732 That i< to eay, a eiaipfe goM ataodardf.t 
do not knew w-bat a eimplo cold eiandard te 
13 753. A free and naretirieUd inflow of cold into 
India which we had— etad hare no* 

13,73f ke>— and a free aod unre* ncted ctitfluw 
of gold which >a old da}* waa aptionst iVhat we 
iDcnly deeite now u to tonpti an chi gatiois On the 
part of the authoMtie* -4 prefer the option 
13 7S5 \oa (till prefer the eptvin*— A tbinh «o 
13750 That u for the export*— !!hat I wnder 
stand u that it la a market m which puld le a free 
commodity {i not that what you are (jwakiDg pff 
13,757 Under th« old (yrtem what happened wa« 
that the gold wont in at the upper gold point W hat 
M asked for now u that u ahali bo ao oUigatioD on 
tlie part ol the eurrtnty eothority to allow gold t® go 
out when exchange reaches the export gold pout— 
which, 1 think, really represent* Jjjc riew* which you 
have expressed thu tnorning»_\ea f Ibink it does 
hut it u only fair to oay this I hare been addiWuiaE 
myself to a particular scheme I bare not endear* 
oared to supply any alternatiTe 

13,733 Quite so. — But f should he ilispoted, after 
Jisiening to you now, to tbink that a market ta which 
gold »a a commodity was free to come and go, and ft 
does at the present tune, would bi. a aatisfactory 
basis on which to continue, at any rate lor a time 

t Sir CKqtUs Addis ) Jlsy I interpose a qwcirtionf 
>oe» Hr Preston mean that the silrer rapeo ahonld 
be coDTertihJe mto gold or not? 

13 "53 For export purposes to maintain exchange 
— not for internal purposes — Could anyone go to the 
Gorernment and detuahd eorereignsf Conld anyone 

pceneut rupee notea or silver cupoex to the Qoyerv 
ment of India and demaod an equiealent quantity of 
gold without limit* " 

13 760 For export only, or for gold funds -—That 
IS Tour proposal? 

13 '60*. Tes in maintenance of the escbxnew 

jlfr 3/ontaflu horman) Too differentiate betaecn 
gold for export and gold for ralota 
13,761 tiot for tntfnal purposes— mot at prraeal* 

—Do yon insist that there should l-e 

!3 7?a Actual gold or gold funds*— Ur ealiita 
13 7C3 Tes —Then I agree with von 


f37Ct Now with regard to lie S>i»er position, 6i* 
Ctutfre fai aai I that the achemo a* (jggr«t«i is 
hdwjm asd oniusiKas), a»] yoo yvorvlf Aa** fold 
wt tkat juu cousidrc It a deally blow Cn ailscl 
you atliw re to prewnt lie Indian at rer position 

V> you io a eery few wurdt* I wat riwaViue iuW- 

aatMnafly, of rnurte 

«&”» Quito on Aceorditis lo ll a mdente which 
I as cam* Lefore us, the t I'al atauunt o' s irrr in ciren 
lation ainounta to about SjO cre-tea of rupees Txhins 
the {«pu!ati n in Inlia as X.'t) and only 

all wing the eery low figure of C tnpeea per head 
for nrcutati m it woull practically mean that »e 
• oofl isp lixlucnf to ta Ifcri f,/ BO tri.m ef lupree 
TIuse fll) rrores exist ti>-day in the (foeeniment 
Treasury chest tccanlmg tn fu-ther eridence 
whirb «• hare receiresl, it m ratimatesl that a fair 
reverse for Ind a'a purjwNe* |>Mlsy h about 43 crorws. 
Acreptioe lhat that winitf learo us with (3 rrores 
stiff to d »f with in the currency r<-»erTe !!o hare 
tnrttier wrnhncw that the annual ronsumptiou is 
round alsiut 0 rrerei per annum*— loniumplion? 

13 7Cfi Annual alwirption If the annual ab- 
oontiiii Is D rreree and Wa hare 43 rrere* Wt, We 
would only then hare in sight a hr* yean' reeerr# 
before tl<e Indian aurthoritiea wooU hare to be eon 
teioplatiog furtler purebasea of sdrer If the position 
I* aiKh »» 1 hare pipsentcsl it to jnu, would that 
atrengtben you in lli* ricas which you bare expreawif 
— (>at the proi«*ed action to ha >akca is isn*t na. 
|u*(iSabI*7— ( <ia not understand what yeU kare 
sail, Mr I'roton 1 think I would lare to write 
the fgure* down before 1 reald endirstasd (hen 

* Idle May 1 |p> Otar tUm again, vf 1 am Mt 
tiring you*— .tllow Die io say this I waa addreasiqg 
snyaelf lo the exterual position It a front that 
point 4 { view that there would >« CdO Biillsen nuncmi 
potentiolly for ssle, and ICO millwn sUrtiag polea. 
tiolle to be borroeetl koQ are telling me the io 
torwal posilion are yon pot* 

lo'cu !es (9>e Ckorfes dJdii ) is jrur point that 
the amount of siWer which would hare to he oojf 
— ^taslallo for salt— « gtiutcr or Jews than tndicv 
teil in Iho fgurexf 

13 "CJ ' err moth lusa— so much less that tli* pcei 
lion rcolly doe* not justify oren the cuDsidcration of 

• aaJe of sdr«r !\ ill you Jot me go orer the fienres 
ogaio*— (J/e Montagu lormnn > loir point ss that 
tie figure* on which I hare based the answers which I 
haro giren to the Cliairman are entirely wrong 

13 7J0 (3f» I'rrifon) I think thee are from a 
wrona ookVf entirely 

13,«7l {thairmm) 3lr rnuMn, would you tut 
it IS tbiS way so aa to enable the Gorornor to answer? 
Would you ask him whether lo could express any 
epinion on the point that the Indian position in 
r<s|^ to tilrer tt such aa to make it prudent or (ustj 
fiabl* to contemplato the sales of tilrer which are 
prepi^Hl in this Bchcma* 

J* !*- dVrjfon ) Certainly 
.ai (Chairwian) Tho point u whether you are 
aWw to express an opioion as to whether tl o Indian 
« regards adrer, including in particular the 
demand for silver rupi>« and the formal increaa„ 

«« emrency, is such no to .. ..—j . . .. 

flahle to contemplate at 
of advor na those which a: 

I have DO 1 lea about it 

to bl «^Iutioa are 

which amounts lo ntarlv «?0 ercre,. lure 


0 make it predent or lustu 
tha prewDt time such aalea 
■o proposed in this scheme*-. 
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of 40 from the 80 UaroA ui with 40 crorc* \^o hara 
aI»o hart It m OTidrnro (fiat th« af^rplion of rupm 
u 0 croros of ru(ic>.-j [lor annum \\ uh o tedundauej' 
of only 40 cron,* and sitli aa arera^ annual abaOTp- 
tiou of i> crorc* (bat does out m<. m (ii« joara ra 

<iuirvin«nl> — fbir lAirlci tdiiir ) Haro you taben 
account of tlio citrcr in lioards, aliich mieht l« with 
Urnrrn* 

23,tTS That could not como out Tliero are no 
jninW \ou Could not coin jour rupcoa That arould 
nut aOoct the quiation AAo are looking; at what la ib« 
actual aitrcr in circulation* — \oU lupposo accrylhme 
rvmaina aa it u* 


13 *■< ^ca, i]Ui(o apart from (ho Khcico My only 

cnticiiiii would 1)0 that if tUo ichemo ii not adoptixl, 
then an amount of 4Q crorca m your reserro would not 
ho lufScjcat Hut IhoM hypothelical qucationa are 
<luito apart from tho propoMtl achcnio 
13, “W {J/r/V«J(oa) he*, (hoy are ctitirefy apart 
from what you haro been donlins with 

13, TR) (CAuiraian) Sir Pretton la really foUrng 
a couiinuatioa of (ho ezirfinc aCaCa of affain 
13 7'^) (<Jir .IfrrenJcr Jfumv) &*r Charka 
Addia, in your cridcnco you haio raid that anloaa 
ihcro was any groat nrgoury you did nvi are any 
naectaity for fixing a ratio of oxcUango, but u it not < 
a fact that tho So ratio which it now oo tho htatoto 
book laproronting tho froo in flow and out>Q«ar of gold 
for tL«purp<n« of infiation and deflation of currency* 
li it net dciirihle that that S< ratio thot Id bo rwiuotcd 
aaiiuiekly asp<Mib1e*->(iir bAurlei 4ddit ) That toon 
f tin auumpiiiio (bat a gold eurrcncy u dctitabfo lour 
arguinant la tbat tho u ratio «a tho btatuto book u 
proTfntms tho frw ta fiow of cold for lurroncy pur« 
/>otct 

13,731 lo^just 14 in |re<«ar daja when you 
Iroi^ht /a » icterrijn and leader^ it you got 
rupcca or doUu against it It eot tho (act tbat wo 
hata eot got a workahio rato of oxebango to>day, (!■« 
aainu at wo had la pr«>«ar daji, a factor which ooght 
to he taken into account in auggoating tlmt •• ahould 
continuo going on aa wo are'-^'ot onteu you nty 
upon the adrantago of gold aa <utrency>~an odrao' 
tsgo which I do not admit \s 1 uitdcntaod it at 
preaeaS, lien It neihws rr^ifrrr to preronl Ifae 
free inflow of gold at tho current rates of eachango 
1A733 Aa a commodity f—Asd lU purchase 10 the 
market Tho ouly diflcrcnce is tbat in your aup* 
positian it Woold ho lold by tho Goeernmeut Ja 
there any real dilfcrenccf ttfait diflereoco does it 
mako if 1, aa a natire, caa go into the market and 
purctiase ao niucfi gufd from a bullion n erebant at (he 
rate of I> Cd , or if 1 am able le go to (be Mint 

33,733 It u the differeur# between wbat llie too 
ditiuna arc now and wliat they wero in pre-wai ilsyx _ 

1 submit that tho diSirenco u of no practical unpor 

13 7'tl Therefore it u iintoatorial ii your opinion 
whether the 2a rutio ahould remaiTi <d the Statute 
Hook or notf_4t la not JemraDlo (Imt it cbould re- 
main a moment longer than ta tieccssa-r, hut it wouU 
ho aeo nndMirablo to remove it premalut«y and at 
tlie cost of loo great a aacniice 
13,783 Aa regards tho question of internal prices, 

1 wonder what greater relation of intrruat prioca to 
each other aa betaeen tho dilTereut countries u re- 
quired than what is tlio caso at present 1 have m 
uiy hand tbe index numbers of wbo/esa/e prroca in 
India and in foreign countries, compiled by the 
Labour Office in Bombay Will vou take a note of 
these. Sir Cliarlcaf I will tako tho figuna forOrtobor- 
>ovembcr of lost year They s' ow the index 
number of wholesale prices at 153 in Itombay, *t 153 
in China, «t 155 in tho United Hinsdom, at 155 in 
tho Netherlands, at IIS in Sweden, ut lo7 rn Canada 
and at 153 m Uio CuiteJ States Does not that point 
to a suitatlo tiino for stabilising Indian exebango in 


relation to tho otlier gold standard ronnln«^ II 

does If you are satisfied that the prices in the other 
Cuuntnes hnvo rvnehed the point of equilibrium It 
la that which I doubted, ami the reasons 1 gsio for 
doubting it were in the first place thai some of the 
pnncipal countries have not jet decided at what rato 
Ihea ar« going to stabiliso their exchanges 
13 7Sh I am git ing you countries rrliicJi have stab- 
ilised, namely, the United States, Canada, which la 
practically on a gold standard , Sweden which is on a 
gold atandarO Norway, which is on a gold xtandartl, 
wad the Netherlandi, which la on a grid standard I 
hare given yon all those countries Their prices bear 
a atnet relation to the Indian prices Uo not they 
point to this being a smtabla time Cor stabilising 
Indian internal prices in relation to the pneos ruling 
in other gold standard coontrie*^— f think, with 
submission yon love not quite got the point of the 
aigument The argument is tbat Ihuse eountrios are 
prepared to meet in concert, within a reasonable time. 

Under the resolutions passed at 'ho general con- 
ference for tho purpose of stabilising the prices of 
Europe To n certain extent these may ho deter- 
mined, or et least may bo affected by Ufo rates at 
whirb th« countries, which hare not «rt stahitisod, fix 
their exchanges— Itair, France aud Bulgiun, I leave 
Russia out of account for (ha monjeut, usportant 
(hongb tie IS Tho argument uierety amounted to 
this_lhat It would probably ho mere prndent to wait 
until that point had t«en decided hefere fixing the 
rchlioD of your Indian pnrrs It door net go tarfbor 
ihao that If joii think tbat those prices are slal^ 
ilised already, and thst the* are not likely (o ba 
affected then, so far. my argument would be weak 
cncil 1 am cot preparM to say that t think they 
will bo altered, 1 say there u a risk of it Usleas 
there are very streug cempecsating advantages I see 
no great advantage m ronnieg (bat risk i da got 
put it higher than tbat 

13737 I assumo tlint at this Conforeace yon pro- 
l>os» having India rcpreseciedf— Vas 
13733 li there any reaaon to believe that the 
prices Will vary greatly even if Belgium, Italy and 
hranre are bnught into this Con'o tnce, and they 
stabilise round about where prices are just nowf 
WouU tile prices be any different in the gold standard 
countnesf— I do not quite catch your question 
13,789 Supposing you have the Ojnfercncu Hus 
year, end aupposing you tell Belgium to atahdise at 
120, and ehe could do it and supposing you tell 
Franre to stabilise round about 140, is it likely (bat 
that IS going to vary prices very much lo the gold 
elandard countries from what they ere at the present 
(imo* — A good deal will depend on Ihe wisdom with 
which ft IS done 

13 799 But in tho majority of tb“«e coQnttiea it 
a already done Only one or two courtnos are left 
ti> do it 5 on suggest tbat India, borause these one 
ortwoconntnee have not come 10 , must still slay cut? 

— I think perhaps the difference Ictwocn us is one of 
degree If yoii any that Holy, Franco, Belgium and 
Russia are of no great account, then no doubt my 
argument is a weak one If jou (hink they are of 
aomo importance 

13 yil Do these particular countries ronnt more 
in the eyee of India tlisn the countries who have 
already got on to tho gold standard, aul with whose 
lotereal prices she is more or less in relation now* — 
That would bo determined a good deal (y a considers 
turn as to how far tbe trade is Furopean and how far 
it IS Amencan 

10 “ India • 

trade u lanwly with tho countries who bare already 
stabilised If > 0 , will you admit that it would be 
advisable that India should stabilise as early os 
possible 7—1 hare never denied that she shoufJ 
stabilise as early as possible My contention is that 
■be alonid wait for the proper moment to do so 
Tho diSereoco between vs seems to be as to whether 


that proper ni,..,.-,.- . — 

good ileaJ to be said for both suAis*, out I Ihiox toe 


There 
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balance hangs rather on the aide of waiting Ohri 
oust; in your opinion the bahnce wejglis the oUicr 

13,793 I atn not \entiiring to niaha any aug 
I,estion — I infer from your qiiesliona that joil nra 
of the opinion that it is not necessary to wait, and 
it is from that, that I differ 

I3,79t I gather from vliat Mr Montagu Norman 
said that the nltimate aim of all the countries is to 
get bach to a gold standard (J/r i/oiifaa>t 
A Oman) Yes 

13,793 India in prewar dajg was on the goM 
exchange standard, and India now thinhs, rightly 
or wrongly, that she can go back on to a stan 
dard P'^Are you speaking of a gold circntation when 
yon aa> "a gold standard’' ? 

13,796 I was using your very words — ^hen 1 
was talking about tho object of this Memorandum, 
it was a gold nrculation IVheii I was talking about 
my discussions with rarious Ihiropean countries ami 
others, I intended hy " a gold standard ” 1o imply 
that the security behind their note issues woold 
gradually change Irom bills of exchange and valuta 


13.797 India could haie a gold standard the same 
as you have at the moment, without having gold 
forrenev actuallv in circulation?— In India* 

13.798 \e8— That is to say, that the securilr 
fer jeUT note issue night bo considerebly tn gall* 

13.799 les— Tliat I should hope would happen 
13 600 In M«w of the fact that the Central hauls 

of CuTopa iinca the war have incraae^ their gold 
resenes by nearly 200 millions, and that the banks 
in the United States of America fiai-e laerensed 
theirs by many mere millions, is it not a natural d«> 
■ire on the port of India to inerosso her gold stan 
dtrd reserves in gold instead of in securities ? — 
1 did not understand that was the question heforo 
mo I nndentsod the question before me wae 
whether Imlin should haie a gold circulation, and 
you put a further question 
13,601 Tho position is romplieatol, it I tnaj say 
so, by the fact that you hare had a psrlirolar 
scheme in front of you In dealing nitb that par 
ticulac eclieino you luiut in your endoneo that tho 
ultimate nim of all the countries <nas to get off the 
gold exchange standar 1 nnd get on to the gold 
standard as toon as | oillblo ? -Oier a teiies at 

I3,8C2 Then you explained what yon laevnl by 
a gold standard— namely, that tlieie should ho gold 
as a backing to the notes instead of securities 1 
say that, having seen during recant years nearlr 
20U millions lacrenso in tho gchl reserves in I uropo 
and probably 600 or 000 milbons iMtense »n the 
rrxenes of the United Ststes of America, is it cot 
a natural desire on tho part of India that some 
schema should bo devised whereliy India should bold 
gold in reserve also F — Other than tho siheroe which 
I have had before me F 

13,803 les — I should like icry niueh to see — 
though I have not considered it— a gndoal r«> 
placement of securities hy gold behind (lio cirtu 
Intion Poes that answer your question f 
13 eW It docB Wir CAories Addis) I ihuifc 
It IS a nstnral desire, but I do not think it 
u a wise one I do not myself see that securitiea 
held in this country are in view of tl e purpose for 
which they nre required a It'sa advnnlaeeuus semnty 
for India than tlio metal itself (Afr Afoafaow 
Aormon) I think it is a nataral desire I thiok 
It IS rather the movevnenV of the day V<»eryho6v 
IS doing it, and w« tecogmso it as such and 

for my own part 1 do 

\33(V3 As a matter of fart while it is the prevent 
dciiro of ifi® Continental Central banks (o baio goll 
ehieflv in reserre as barking did not IloIUnd quito 
recentlr find it was getting s 
trle.1 to pu* 

SwiUerlond find the s-*"- • 


oeh gold t 


■me thing F— Not 




Holland u la a v'ttttlixr position, and 1 think may 

10 rlaased iiioro with the United States than any 
other country in tho world My rcconecfion is that 
last antninn ITollanil became very rich owing to a 
certam rvimmodily winch she received from the Far 
Last, and fha at that time got so much gold in 
payment that she did rot know what to do with 
part of it, and there was a tendency for somo of it 
to go into circulation — a lery small amount , it did 
not amount to anythiog, and it was purely experi 
mental, I tbink 

I3,8(*l Is thcro very much difference between 
Holland getting paid for her commodities, to which 
you refer, in gold, and desiring to put it into 

currency, and India getting paid for her commo 

I'lties in gold nnd also desiring to put it into 

currency F— \es, I think there is a great deal of 

difference, if I may soy so Holtand nos, as it mere, 
silling quiet and receiving this amount, mainly on 
Java account prububle, anil was not at all anxious 
to put gold into circulation She adopted purely 
a p-issito attitude acting on behalf of her Far 
I ckslcriv friends Them was no question of silver or 
"* 1 ?'''^"*"® P*y*“S ererytlung she 

touhl lhat IS where tho great difference between 
India nod lloitand soems to mo tn lie id this respert 
In order to iirry tins opernti in through India would 
^ need to iKirrow X millions of gold, and to dispose of 
X ounces of silver, nnd for that purpose «lie would 
mqii^o the co-operatien of rertainly two countries— 
(he UnitMl States end Great Britain 
13,80’ 1 agree, but jf some schema could be da- 
vised which would aroid the sellmg of all thie silver, 
to which M strong an exception has been taken and 

11 son * scheme could be devised which would avoid 
tho n^ssit) for hiiving nt home 100 millions sterling 
or gild and if a •rheme could be devised wlieieby 
a limited amount of currency might go intn eircu 
lotion aw has been the ease in Holhnd, then you 
would to prepared to consider that schema more 
faioiiiilli thin the particular whemo wlinl is ii i 
in front of you*— 1 eeitsinly should hut 1 di not 
tiunk I could ever lonsulci finoiirnhli tlie ciicii 
ration part of it which I believe to be a mistake 

^^ws'^dor of It. aUlougli 
hypothelicully staled I should agree 

13603 (Sin 3fanecfc;i VadalKov) Three im 
portanl (irguments emerge from your very valuahle 
eildence to^av The first is that the position and 
policy of the Bank will have to l.o altered in case 
India gw in for a gold standard F-Tou mean the 
polwy of the Bank of England F 

13 MO kes The second is that there will be 
economic disluri antes in silver producing countries 
ana at« atv Viostevn ruropean countries, and the 
lira IS the practical jmpossibilitv of finding credits 
lor the puirhaSB of this huge amount of gold to 
supple India 8 want I think I havo correcti} 
summarised your ninin arguments in connection uith 
•'"1 I »'U deal with the last point first, 

os 1 think fuKher light is necesssry on it In the 
matter of credits you have stated that tho two 
^mling countries are Great Britain and the United 
btaies «nd that it would be impossible to float nny 
lians uiltieut the Rood will and co-opernVron of these 
eountries Yda think it is not in their personal 
interests to cxtcnl any help, end although person- 
ally ^ an in groat sjmpathy with India's protect 
obstacles so insuperable that volt advise 
that India should i.nt go in for a gold currencT, 

*'"* standard without gold currency In 

■“ question of credits have you taken 
•••», ■unsnieratina tie point that these credits will 
nnl conn- in nt the initial stage of the scheme but 
will cime in at a latev stage f— I undevitand that » 
pirt of the credits are likely to be needed early I 
telH-ve tbal the whole operation of the scheme to- 
como more quickly than is expected 
wait) I think It will como perhaps semewhst more 
quickly flan is expected, but in llio first instanoo. 
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in fcrfmin;. nml mnturins end greauniiDC thg 
flvoo In ha will (all back on ita rrwrTca both in 
tbg col 1 ttandanl and in tho paper currene; and alio 
on the Urco prieate rrserres «hich alio laa in tio 
abap« of cnid bullion If jou tako that lioint into 
roDAideralion do you tliiiik llio iinpediineiit » ao 
(real aa you baxo ttatod* — I lUll think that to rauo 
rr«>liti in llo roriv atacei u la auccoateil m thia 
Klione II a rery lerinni ilranbaik if not an olntarle 
to t) o aclirtno (or tho renaoni 1 Imre eiTcB Tin fact 
that tio uliolo of tfio amnunl u not neOiled at lh« 
tocinniHR lut that part of it may lo ikftTml until 
a later ttage, d not iSrot Iho argument, for tho 
reaioD you hire itatod yoarM'lf natnoly, that lha 
•hole thins would bo likely iu rome moro ^Qickly 
than u eapeeled 

IJ^ff I did not <iy (hat Tl>« aeheioo u to h« 
ipreal oT»r a perio>lof ten yean Tli« financial part 
of tl>o CoTernnient of India'a aehene m to bo apread 
orer a period of ten yeari If in tho initial atagea — 
for ibo Gnt llireo yean— wo fall back on our own 
Coll renrrei, and alio on tho larso pnrato reocrrei 
of biillmn which are eollcotei] m India and whieh 
rciu>t come out i< (fier« any aeriotu leipcdiownt then* 
—ken, I think there la a setioua impediacnt, if your 
otlieme r«i]nirea that etedtla iKonM ho rained 

13*12 If you modify tl>e lehemo by alaline that 
erediU will but ho rai*e<1 for tha fint threw or four 
yean wcul 1 you llill objectf— k«, I Woofd 

13 f*l3 .ta to the ercditi you toy it would be difC* 
colt In ert tlie cooperation of the Lnited State*, and 
Bin that It would ho diFiCuU to loan* in tbi* 
ceiuBtry It ill you tell mo (he fiffum foe the amound 
of fereisn loan* which bare Iwea riiwd to l■0|{laDi 
year ly yiar during tio Itit firo yaira— loana raiaed 
for tba Dominioni and otfier parta of ilio Iinpiro*>- 
1 raoBot yasienboe them but Jargo auma bar# been 
rauad 

13 hit tery largo >nma hate ia^n niie-l, in (art. 
Biilliuna during the laat flro yotrif^kca millieiti 
eerfainty 

13 Pli 1 very year thow largo leana atiil oontiaue 
Deapiie tlie adrene cimmatancea, both political and 
finiseiat, m thia countre atifl Togland ii m * to*i> 
lion to aaant the DniniRiona and other parta of the 
Impiro with etteniivo financial aeenmmo'lation*— 
km 

13*10 If aeconui nlalion could be found fer 
foreiitn caiintnet ami (lie Poraioiona cl« }fiO eerwuaJy 
cniuider llieni woull hi> any diQieully in oMaining 
a Iian for tmlia on t,™*! aecuritiea— on the aeeonties 
of the retenoei of II u Rorernment of India?— I tl ink 
that India eoul 1 mmo into thu market and raiie 
nionet at any time for a purpore which eommended 
itnelf to thoae who weto to lent It, hut I think it 
would I- ilifficull for India or for any other ennntry 
to come into (hi» market and raiie woi ey foe the pnr 
|ow* of puttioB R< n intn eirciilatiin m Inlia, jnil 
ai It wfiuU ho for any other cnnnfy 

13 817 So you (funk it m (be purprtto of i> which 
will fruatrat* Ihe aclieme?— The pnrpove and (be 
Hirer 

13 818 I am coming lo tho aileer prcMnlly Ten 
iJjink in the initial itago it ia the purpoae which will 
fraitrato theee Imni? — The purpose of (heae leaia 
being to remove gold from one ptnce and put It into 
circulation in India 

13,812 Ijet oa look for illnitration to other 
countries kMicn Germany and Franco demonetiaed 
ailrer and went m for gold they had to raiae ercdita 
tt ere (fieir erCKliti afTocted then by the mar* fact that 
they were introducing a new form of currency which 
wta detrimental to tho fntereita of rngland and 
America? Did tho mere fact that Germany went in 
for gold prevent her raising credit# m tho European 
mackota at that time? — I do not remember I do not 
oven know tho facU (5ir Cfiarlri Addw ) Tf I may 
bo allowed to say a word hero, the circumataneea are 
net tho aamo In tho two caiea, oipecially aa regards 
our oxperiODCO of the diaaitroua eonae<iucncet which 

followed tho monetary action taken by Oermany in 
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I3 8d0 koii moan auheccincnt crenU bare thrown 
light on it» — They have powerfully inflacnc^ tho 
economic opinion of this country 

13 “21 (I Aoirmofi ) kVill jou explain what tho eon- 
aniuciuv^ Were* — Tlio effect upon world prices of a 
(all of to per cent from 187-1 lo 1S96 It was the 
effect upon world pricos which was so disastrous in 
my lutlgmrnt— (ho effect produced hy the gold nc 
cumulitod fi Ocrninny and Ihe salo of ailrer 

l3tJ2 (Scr llantckii Vadabhov) I want to keep 
the queadon of world prices separato At present I 
am on <he<|tKwtiun ef credits? — tilth rtspcct, 1 was 
replying to a question by tIo Cliairman 

13*23 (CAairman ) Sir Chariest answer la that 
the effect of that operation was a bad ono on world 
prices*— 1 think tlie word ‘‘disastrous" u not too 
strong aa aJ;c«:(iro io apply 

IShdt (5ir Slantctii iJadalhav) In connncction 
with this argument, bir bfontagu Norraati, you told 
ns (hat lb« accumulationa of gold in America vranid 
lake ten years to abaorb in ordinary circumstances? 
—That It an estimate, nobody knows 
13 823 And you (bonght, therefore, that for this 
rea«oa America wonfd not favour Ifto idea both of 
hiani and of parting wilh tho gold If the atnorption 
took plaoo to Ttpidly tho prico of gold would ap 
preejate, wonJd it ootf— I do not remember baring 
tail that 

13 8*2il Nr 1 lit 1 ask joii it If il a nbsarption took 
place so rapidly tho price of geld would appreciate, 
would It not?— (Sir CAorIrs AdJi$ ) In to far at tho 
go 4 IS withdrawn from tbo sirnlo hoards of America, 
prices wao)4 not be affected m the way you fuggeat 
In H> tar as it » drawn from tlie countries where it 
IS already prrfomung a monetary funetinn, prices 
wontd ho affected 

}3 *27 Dot eroooi»;c pnJoetwa mefd be larger 
l‘n pie woo! 1 go >s for n ore intcsairo epentiooa jn 
tl • matter of producing gold and also of raising geld 
from lew ersdo ere*, which they hara at presont 
abanhmnl teiiiporarily *— If tho raluo of gold ap 
predated (ben there would ha an increased incontiTs 
to deal with law grade ores 
13*28 And there would l« an m reased ineenliio 
for inereased production ?--Ycs, I agree to that 
13 823 So thu real appreheosioa of the United 
Staten regarding ihortago of gold aupply Would bo oh- 
viatej by an increased production, would it cot? — 
Increased production would obviously incroasa tfia 

supply pro ianto 

)3 630 And tliore would ho no real and tangible 
apprebension regarding tbo abortago of tho supply? — 

That u another matter I do not think your con* 
rlnsioa is tnatifiod hy your pnaitta Tea put certain 
hypotlwees With regard to lucreaaed prodaction, and 
tbo answer is that i/ that increased production took 
plare there would bo an inerooso in the supply, but 
(■•oro la no admimion there that such an event ind 
take place (ifr Slonlagu Nermon ) If you will 
allow me to fnterpose for a moment here, I did not 
intend to convoy to you that there waa any unwill 
tngoosa at tho present time on the part of the Unit^ 
‘itates to part with gold taken in vacuo— none at all 
13831 If tho Badi it ta her adraBtaga (o part with 
gold if eahl appreciafct on the lafroductics el the 
gold standard m India, and if eho finds it to her ad 

vantage to dislodge all that gold she will do it? Of 

coarse (S\r Charlta Addu ) If gold were tho only 
thine to consider it would be greatly to her ad 

13833 80 after all this apprehension is largely 
conjectural — that America in her self interest will 
not help Indio raising the credits for the purpose of 
meetme tho gold currency? — (ifr ifonfasru 

Afennnn.) No I do not think it s c njcctural at all 
I think It l« inherent in (bis echeme That M the 
resnlt of the best inquiries I have been able to make 
13,833 (C/nirnian ) That is becaose of the silvae 
nspert of the acheme 

13 831 (Sir Jfaneci;i Dadaiboy ) Tea, I am coming 
now to the ailrer aspect I will deal now with the 
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ID fcrC^tini; stid maturing and ergnniaiBS th« 
arb^mo India iriU fall back on lU rcv-rr^'O bolb in 
({■«• gnt I itan lani and m (ho paper eurrrnrr and also 
on Ui« largo prirato rcaorrea •hich alio baa in tbo 
ahapo c( £■)'! ballion If jou (ako (hat point into 
Tooai leration, do Jon think (he impodinioai » ao 
groat aa } 0 u haro itatod* — 1 itill think (hat (o raiao 
crotlilt m tio rnrt; ttagoi aa ta auggntMl in tfaia 
iKhonio » a rrry M-ri>o»drBwlark i( iu>t au efetarle 
to tt o arhoiao for t(>o rvaaona 2 I are gtron Tie fart 
that (ho aliolo of the amniint la not ncnlod at tbo 
U-ginning bat that part of it na; bn defortrii until 
a later atagn, dooa not alloct iIm argument, for (ho 
reaion jreu hare itaiovi ^auraeU, ntmelf that Iho 
whole thing vnufd le likeff to eoino noro qoiektr 
than la eipceled 

laf^ll I dll not 117 that Tbo achemo u to bo 
ipread oter a fM-riixl nl ten ream Tl o finaneial pari 
ef tl>e Gorerement of India a arlieme u tu ba aptead 
over a I'erio.l of ten year* H in tbo initial atigea — 
for tbo firat three yeara— wo fall batk on our own 
gel] reaerrei, and alto on the largo pnrato reoerrea 
of bullion vhieh are rolleeteii in India and which 
niu't rome out i« there any aerinaa ici|i«dinteDl then* 
— I think there ii a aerioua impediment, if your 
ael eraa requiroi that rroilitt ahonU bo tai-od 

19*12 If yon inoilify the aclicRio by ataling that 
rroliie will mt he raitcsl for the firat three or four 
yean vcuU yen itill eh;e<rt7—\« Iweull 

13 “ll Aa to tl* tfeditJ. you »iy it would bo iIifTi 
eult to get tbo nwiporatioQ of (ho I sited Statee, and 
alu that It would Iw diSouU to get loant in tbii 
niiintry \> ill you tell mo the iignro* for the ariMtonle 
ef foreign leant wbirh hare boon raiec*] iii Imglao I 
year by year during the laat fire ytiro— tnana raitod 
for the Ibiminiosi and other parts of (be Irepire*— 
I ransot romeisher tbom, but targe luoii bate been 
rauod 

11 811 Voty largo aumi hare i-eon rai'c.l, in fact 
millinu during the laat fire yeartf— )o« milliena 
tortiinly 

13 *19 I Tory year there large Inane ttill continue 
Ihiopite tlio a Irorao tireuRittaneo* both pelitieel and 
financial, in Ihie country tlill logUnd it in n piwi* 
lion to aMKt the l>ntninien« aud otior parts of the 
I tapirs with oitenriro financial seentnmoitatiOBf^ 
lee 

l3tlG If •rcnniiii.,lalion muld be founl for 
forrign niiintrieo sml tl^ Dnninionii do you M-ri»irly 
miuider Iheto eoiill ta> any dillirulty in oUaining 

of the Toeniier nf (he Gorernnient of India?— I think 
that Intia cniill mnie Into thii market end reun 
mnney at any timo for s piirpone which rommended 
lUelf to llicwo who were to ler, I it, liut f think it 
would I-e diliirult for In lia or for any other enonlry 
Ui com" into thii market an 1 raim 1 1 n "f for Ibo pnr 
I»M of puttini. got! into cireutatim In India just 
u It woiill liii for any other country 

13 817 Bo you Ifnnlc it w (he purpowj of it which 
will fruitrato (he icLomof— The purpoao snd tbo 
direr 

13 913 I am coming to tbo aJror presently Ton 
Uiink in tbo initial ilago it u tho purpiwe which will 
froiirate tiicoo loans? — Tho purpooo of (heM loon* 
being to remote gold from one place and pot it into 
circulation in India 

13 810 l<et 01 look for illoalratlon to ether 
conntriee IVhen Germany and Franco doxnonotiaod 
•ilTcr an 1 wont la for gold they h* I to raws credito 
Hero tlieir credits affected then by tbo more fact that 
they were introducing a new form of eurtency which 
was detrimental to the intereite of rngtond and 
America? Dil the mero fact that Germany wont in 
for gold prorenb her raising credits >n tho Enropoan 
markela at that time?— I do not remsmbor I do not 
OTon know tho facta (Sir Charlti Addia ) If 1 may 
bo allowed to aay a word hero, tho circamslaneeo ar* 
not tbo same In the two cases, especially aa regards 
enr eipcrienco of tbo dianstroiu consociueneoa which 
followed tho monetary action taken by Germany In. 

ir>\ 


I96J0 You mean auliseniicnt oventa havo thrown 
light on It? — They haro powerfully mfiuenesd tbo 
ocoiracn'e opinion of (hia country 

id rtll (( Aoirmnn ) \\ ill you explain what tbo con- 
morof — Tlio effect oped B-orW prion of a 
(all of fO per cent from 1S74 to 1«06 It was the 
effei( u|ioo world jrim which wos ao disastrous in 
niy |ul|.roent — tho effect produced by tho gold ac- 
eumulsled hi Oerniany ami tbo aalo of ailrer 
iS'"-' (Sir Sfanertii I7iJifij4Aoy ) I want io koep 
tho flueation of world prices separate At present I 
nni on tho nmwtion of erwliup — With respect, 1 was 
replying to a question by (he Cliairman 

l3 (CAoirman ) Sir Cliaricia answer la that 
tlio effect of (hat operation was a bad ono on world 
prieesf — 1 think tbo word “ diaaatrous ’ u not too 
alroog an adpicliTo to apply 

13,9-11 (Sir ilantckit Dadabkoy) In connnection 
with this argument, Mr Montagu Nonnan, you told 
os (bat (be aceutnnlst/ons of gold in America woufd 
take Un years to ilMrb in erdjnsry circumitances* 
— That is an estimato, nobody knows 

And yon thought, therefore, that for thu 
reaoon America would not fsrour the idea both of 
loan* and of parting with the gold If tbo sbiorption 
took placo so rapidly tho pneo of gold would op. 
ptreiato, would it not?— I do not remember haring 
said that 

IIS.M I lit I a«k you It If il e absorption took 
ptsee so rapidly Iho priM of gold would appreciate, 
wool I it Bot?^Sir Ckarlrr AdJi$) In so far as tlio 
go d IS Withdrawn from tho sterile hoards of Amoriet, 
prices woull not to affected tn tho wsy yon luggest 
In ■" far as it i« drawn from tl o countries whero it 
H already performing n monetary function prices 
would bo affected 

19 927 ]lut econenie production would bo larger 
t*e>pl> would go 11) for more mteniiio operations iii 
llio matter of prodocing gold and also of raising gold 
frORi tow grade ores, which they barn at present 
ahaotini'l umirvrnnly*— If the tKluo of gold np 
predated (lea lliero would la an inersasod ineontiro 
to deal wilh law grsdo ores 

)1^ And ibero would ho an in reaacd ineentho 
for incressed produciionf—Yca I sgreo to that 
13823 Bo tlio teal apprehension of tho United 
Btates regarding shorlsgo of gold supply would be ob- 
Tiated by an incTeaaed production, would it not? — 
laerea>e<t prmiuction would obriously increass tho 
supply pro innto 

)3,930 And there would bo no resl and tsngiblo 
apprehension regarding tho shortags of tho supply?— 
That IS another igattor I do not think your con. 
rtosion u justified by your proaism You put certain 
hypottmaes with regard to increased production, and 
tbo answer is that jf (hat increased production took 
place Ibero would bo an incrooao m the supply , but 
there (* oo admission there that such an event trill 
fake pheo (ifr J/onfapu Norman ) If you will 
allow Da to {uterposs fer a moment here, I did not 
intend to eonrey to you that tliero was asy unwiIL. 
ingueas at tbo present time on tl o part of the United 
gtatc* (o part with gald taken lu racuo—none at all 
13 831 If sbo fiada it to her adrautage to part with 
gold if gold appreciates on the introduction of tho 
gold standard id India, and if she finds it to her sd- 
Tuntago to dislodge all that gold the will do it?— Of 
course (Sir Ckatin Addio ) If gold wero tho only 
thing to coniider it would bo greatly to her ad 
▼aatoge 

13 833 8o after all this apprehension is largely 
conjectural— that America in her self interest will 
not help India raising the credits for tho purpose of 
meeting tho gold currency ?— (Mr ilonlagxt 

Nort^oH ) Ao, T do not (hint it ^ conjeeturaJ at all 
t think it IS inherent m this scheme That is the 
Ksnlt of the beat lUquiriss I havo been able to make 
13, (CAoirmon ) That is because of the silvar 
aapedt of tl e schenic 

13 831 (Sir Maneckji DadabAov ) Yes, 1 am coming 
wu Aft v.\«t uipet-A, \ wi'i’i deal now with tho 
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silT«r a»p«ct of the fwe Yon Baw ynor orcumoal on 
tlio fact that the ailrer ccnditiooa tn th« Untiml 
Slatci will l>o affected bj* n large quantity of aiKcr 
being disIodge<l fur tbo purpoeca of taira, and that it 
Will affect the tilrer industry, vbich ii practically 
confined to tb* United SUtea at prcaeut Yoo 
apprehend that them will be a 'erieua nvlactien tn 
the price of silccr I am not at present dcaUag with 
the case of China to which you referred I will deal 
wiUi India on its own merits Ion apprehend that 
large quantities of tilrer will neccsaanly go ool from 
India when a gold cnrrenc} comes into operation, and 
ithal the price will considerally depreciate l,et u< 
deal with the situation I\e linee been informed By 
credible witnesses that tbo mpeet in eircutation range 
between 2fi0 and 300 crorea You are aware tliat 
India has a population of nearly SCO millioni, in fact 
one-fifth of the human race Do not you thtnh that 
in a country with such a vast population the n<ted for 
aonia form of au^idiary currency will always ciHtf 
Surely oreryhody could not have gold, and therefore 
sitrer would necessarily fonn an important item for 
the purpose of ordinary barter and exchange*— I 
think currency would always Bo needed in India 
13,63 j Do you really think that, with 2S0 crorea 
spread orer a population of 320 ibiIIjoo people, enough 
niter would go out into the market to coDsiderahly 
reduce prieeif— I am going entirely on the fignrea 
which hare hcen put More me, which show that tlireo 
jeari world eupp^ would t>e for sale as the result of 
this operation 


papers 

13,%37 Rut you do attach imporlaaee to the faet 
that a Urge quantity of silver will be required and 
will net as a sohaidisry ciirreue} for manr years to 
come eren with the intrnluction of a gold eurrence* 
—I beliere that has nil Uea taken into aceouat la 
these figures 

13,339 1 will nak you to eliminste from your con 
eideratien ihose figure* for the moment I ask you, on 
the general basis which I hsxo put Iwfore you, 
whether you still apprehend that silver would con- 
sideraWy depreciate in raJiief— Irom jut whole 
consideratiou of the auhject 1 am dneen to the 
conclusion that it would greatly depreciate. But I 
hare made no independent study of the iitualion 

13,839 Sir Cliarles, you hare Been in India Ton 
know the habits conditions and the traditions of tbe 
people "They like to hoard silcer, and their tnsmngo 
customs and other domestic ereots make it obligatory 
OD them to make extensive presents in aitvrr Do 
not yon think large quantities of silver will always bo 
required for domestic purposes, snd that if silver goes 
down in prico there is little liklihood of its export, 
but that it will le retained internally for domestic 
purposes? — (5ir Charles vlddii ) It is many yean sines 
1 left India aud I understand that during tbo lime 
that has elapsed — more than a generation—ihe EaBita 
of the Indian people hare clianged considerably with 
regard to their currency >ote isues for instanee 
whirfi would hare been impossiMe in my day, are 
becoming a matter of common form Now if you 
inlroduco the use of currency gold into lodia I am 
not quit* clear as to how tar the use of notes based 
upon goU caighl extend with the result that the 
silrer in your reserves would ho dislodged There 
might also h® a compensating decrease in tbe silver 
circulation For the rest I share your opinton that 
silver IS nevet likely to go out of use in India. 

13 S40 There is less fikelibood of silver d e pre ci a 
ting?— That is so but you have to take account of 
the psychological effects of monetary changes The 
- ■ that the policy of the Gorernment was 

umber of 


Wfer For a time it might knock tbo Ixiltom out of 
siher The fall might Be aeverr 
13 fill Woiihl It Be gra<Iua1*_Na, I think it wn iM 
bo immediate Jf you were tn announce tn-mrrow 
that It WBi your intention to reduce tbo legal tender 
capacity of the ru]>e« to CO, tbo result would Be an 
lOimedisto ftll la (he worM price of iifTcr. 

13,si2 Ilow do you reconcile that with your stalc- 
nicot that people in India for gencrationi past hare 
regarded their stores of iilvcr rupevi as stores of 
value*— lou lave to consider an element in thn 
popalatien of India, nuiiicrienlly insignificant, but 
important on account of lU wealth Cold h a more 
desirable form of hoard than ailrrr, and alwarx has 
been TJiO poor tnan docs not hoard silver becauto 
I e prefers it to gnlJ, hut because he 11 so poor 

13fil3 ioo have also stated, in discussing what 
would bo tho effect on the siltcr market cl the world, 
that only 30 per cent of precious metal ores will be 
nffecicd ?0 per cent you giro to the base ores In 
tbe 30 per cent of the special metals which will l«o 
afferted all the world over, India's share would Ivi 
considerably small, would it not?— Ton mean the effect 
Upon the Base Inetal mines will not be great 

13,^11 1 refer to the 30 per rent * — I do net think 
(hat (Mr Venfoffu .Vormun ) I think it will bo 
enonnoas — (Sir CAortes tJJis) AITiero you have a 
liinl prmluet the effect of the shutting down of other 
rnmea mighl mitigate Iho effect But tba effect would 
Be fell in copper as well os m silver The composito 
Product per omt of tbe silver and copjier eztrseted 
from the copper mine would be redeeod, and tho coet 
of prodoetioo of copper inrrvawd 
13 W5 Hitherto, when Indian Joans bar# Been 
floated 10 tbia country in sterling, thero liava been 
Ho difficol'irs Fven the list loau was suhaeriliod. I 
Umlerstand, in a few boun koo havo stated that 
‘he purpose will prevent sohseribcrt supporting new 
credits Am I to undixsland from that that both tbo 
United Slates and Great Britain wiU stoop to tbo 
rmstvalion of these loans merely becauso India wishes 
to raise herself to the same Nvel as the IVestern 
notions —(Mr Ven/oau Aomuin.) 1 do ont think 
}on nee to underslond that at all, nor did 1 intend 
to imply am surli thing I bare not the W doubt 
‘hat If India wishes to raise a Jono to-morrow or tho 
next day she w,ll h(> aJjle to do so, iind every assist- 
ance will be g.sen, but in these matters I thmk we 
c»<P*c»t>on and good 
l^onlanding I trust very much that we here are 
j contiBumg to eiwiperate 
with India in suej, matters os these RTiat wo are 

".."r. '”'r tsu:'T.L”' 

teheme* That IS the point Tbo dirrym^Ut of this 

Sir-.; "i' -i ■» *i . st 

t^ of India wilt «« that to force tlie nueTt on e/ 
eredita for flux purpose is neither to her interesi* nnv 

1x840 I put It m this WBT I sm * i. 
awuwly to oppose It is obnoiislr for InT.’i'' 

Jns.! j *• ■"<> «■ 1. 

angles, and I trust tLt sl>. «‘tain special 

wdl m the course of the.r d!t.W«W 

from 
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[Contmueii 


and other parts of Great Britain id the matter of 
trado «itU Inclii* It ig not therefore iiecejtary in 
the interests of rngland fiat India shouW ho plaeod 
on the sanio tiasis ns England in order that trade 


beta-een the two countries can be carried on with 
mutual adyantage? — I certainly think it is to the 
a(lraiit<>go of India ta hare her currency on a stahle 
basis—certainly 
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5lr CuABti* Nicou, cUed and examined 


13,64* (Cfoiroian ) \ou h'ro been kind esough 
to «on)0 and assist ii« this luociuns on the auhieci 
natter of our enquiry You are Geoerat hlanagor 
of the Kationxl Bask of India, and I underetand 
that the nenoramluiD* with which you hire bees 
good enouAh to eiipply us expresses the rioaa «f the 
Eastern Escbange Banks*— Tho British Excbanee 
Banks 

13,619 There is an AMOciatieu of those Osnkg, is 
there?— Tea 

13,^ The nemhership of which is set out m a 
note to TOUT memorandum?— Tea 

13 831 So we may understand that the memiv 
randusi is supported by the Association with that 
in«niberfhtp?_yes, that u so 

13 852 I just want to ask vou one or two questions 
ID order to elucidate the principal headinca of jrour 
ericlence In paragraph 3 you asy ‘5to are in 
favour of a gold standard, i o , that it is put on the 
Statute Book that the Government is bound to buy 
gold at » rate to be fixed upon (this will depend on 
the bieis at which the rupeo is fixed) and to gel) goM 
for export (or the equivalent in gold funds) ” Bo 
you mean that it would be at the option of the 
currency authority whether gold or escbango ehoold 
b« soM, or era you referring to them as sltfrattire 
systems under one of which the obligation would be 
to sell gold, and under the other of which the 
obligation would be to sell exchange*— I think thit 
would be at tbe option of the Indian Govemmeiit 
If they have fnnds arailahls on tkia «<to Hwso fnnUe 
might be utilised for payment in what la commonly 
known as Itoverse Councils 

13 853 Then you are not recommending that there 
should be any absolute obligation on the part of the 
carreacT aaikon'y to seW gold — No, int tb^ 

would either have to sell gold or give the eqnivoleiit 

13 854 How would you define the obligation to 
sell exchange ? W ould it be an obligaiioa to sell 
sterling only, or eichacgo upoa other gold eentrew? — 
I should say an obligation to acU against funds in 
London 

13.855 London only? Aea 

13.856 In yonr opinion would this operate in 

Droctioe as a gold staadard or os a eterhog exchange 
Appimais W 


atondards IVIiat would l>o the effect of itp. 
difficult to differentiate betw — * — 
standard and a gold standard 


gold esehange 


13S»7 Mliat would happen, for instance, if the 
pound elerliog nondered from the gold sovereign?— 
If the Eaebaogo Banks wonted to send gold to htdu 
they would have to pay the price for lUjihitoier 
price wee ruling 

13 6o3 It would he in effect pegging the rupee tk 
the pound sterling would it not ratherthan to gold? 
—ho I thiak It would peg it to gold If batiks 
wanted to tend funds to India they would liave to 
buv geld at tho market rate 

13 8o9 But auppuing tlie pound sterling were 
cheapen then tho gold aevereign, and the Indian 
currency ouibority, at ita option, could supply that 
clieaper— .? — You are talking of gold for export? 

13^60 Yes I ask you because a great deal of 
evidence which we have taken m India u directed 
against a sterling exchnnge standard ae being a 
standard vrhich would not satisfy Indian public 
opinion and u insistent upon a definite gold standard 
m which the rapeo is pegged to gold Supposing 
tiere vrere to be a strong public opinion m India of 
that nature, would that make any difference to your 
allowkncw of this option? — 1 think it would 
13861 Under those conditions perhaps you would 
be more inclined to ley that the ultimate obligation 
should be to sell gold for export* — Yes 1 think so 
13(662 Uo you believe theu-e are anv practical 
difficultiea from the bankers point of view in en 
sunng that gold so sold is exported* It is suggested 
to ua that this la a condition which it may be 

practieallj difficult to enforce* I think eome 

arrssgeitient could he made to esauro that the gold 
given out would be exported I do not know what 
the method would be exactly, but I think it is quite 
feasible to follow that gold and to see that it is used 
for tho purpose for which it was given oat 

13S63 You iara not perhaps givea any eon 
asdemtioti to what the actual conditions or reguJa- 
tioos for practical safeguards should b©®— Ho but 
I do Aot think there could he any difficulty in follow, 
mg wp that gold and seeing that it was exported 
It would be given ont in considerable aiocunta 
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13 Ton would hare some Biniinoia aicottnt® 
— los 

13^ What minuann hare yon la nuod* — 1 
ahonid tbink perhaps £30000 
13 Tour Association empVasites lUo Gotcra 
ment bec3n<e thor are of the opinion lhat for Iho 
present there is no other anthonty to whom those 
dntiea could lesitunately bo delegated I under 
stand from that that yon are adrerse to the ds «- 
gation of such duties to the Imperial IlanV of 
India’ — No, I cannot say that, because 1 am ignorant 
of what the status of tlxs Inpena! Uanb of India 
IS to be in fntnre 

lict ns tahe It in steps Ion S3> the 
present Imperial Banh of India’ — les Vnder 

pri-cnt conditions we are in faronr of tie Gorera 
nient retaining control of the paper turrency 
13 V13. Ion saT that under present corditions tou 
are in faronr of the GoremineDt reUtniBg control 
of the paper cuneney* — Tes 
13 S£3 May I ask whether too can expand that 
and tell us what considerations hare led ren to that 
opinion’ — We think that the obligation for redeem- 
ing the enrrencT noto. should bo on the Garernmcnt 
of India and for that reason we think the control 
should remain in the hands of the GorerstDeot of 
India that i< that the people who giro the 
guarantee should hare the control 
13 «"0 That reason would apply, wbatreer the 
status of the Imperial Bank of India was would it 
net’— No It u rather hypothetical 1 do not know 
13 Ton fell me that rmi think the ohligalion 
to redeem the notea theuU be that of the Corern 
mest*— Yes. 

1SS7’ And I nndentand that that u be<ati<e you 
COBS der that the full authority of the Corernment 
■hould he bohind the note*— Tee 
13 6 3 It eoeurred to ise that that was because 
you Iheuehl that the Indian peoplo wontd bare 
more cenSdenee ui the note’— Tee, that is so 
138*4 And it would fellow from that woold it 
sot that that would be eo, whatcrer the etattu of 
the Imperial Dank was’ If your answer u no, then 
1 will go on end ask yon whet change in <latns 
roo deem desirable*— I can onlv say that under 
piesrnt conditions we think the notes ought to re- 
main an obligation of the Gorernmrut of Inlia, end 
that the Goreramrot ahonld mainlaia reotro) of 

13 3 A Irft me put to Ton an hypothesis ^appos- 
ing then were a true Central Bank in ludia— ihat 
IS a Ceutrat Bank constituted upon a similar basn. 
to that of the Central Banks which are familiar to 
ns m European srstema, would it then be your 
opinion that the duties in connection with and the 
control of the paljer currency should be d'lecated 
to that true Central Bask’— I am not eery fanuliar 
with the functions and the comtitntion of Central 
Dinks. Before I could sar that the control of the 
note issue should pass to a Central Bank and should 
be an obligation of that partxuUr Dank 1 <heiild 
want to know something about the coastitotion and 
fuortions of it 

13 **6 To what elements ui the consiitnticm of 
the Central Bank would you look as relerant to tb« 
question as to whether it should hare control of the 
paper ^rrenrr or not’ PTiaf would r nr rnjoira. 

meats be w raga^ the constitution ’-Mr reqniro. 

menu mould bo that any ob! gatwn of Ibo CVnIral 
Bank would be an obligation of tbo Ooreniment 

I hare not pven this matter on which too are 
interroeating me twry careful «tndT 

13$ tk> not let me press yon on anTthin" to 
which you hare cot tnrned your miDd’__'n^„‘V^ 
a meetiue of the banks which are named here lut 

II It qn«t on of a Central Bank was not discweej at 
all and I cannot speak with any authoritv on it 

13.f3 t ery well Perbaps we can orU car invni 
this that yon would hare to roerre yonr opinxra as 
to whctfier such a bank shooM hare conlrv] of U-e 
^rrencr or not until yon omld pTe more consideTa- 

tion to the question of the constitution of that 


Bank’ — Gr liad «ome information about what u pro- 
pped as regards tlo constitution of the bank. 

Preciselr but I am verr anxious to g»l 
an accurate id a of the weight of xoar eridcncc, 
which has produced upon my mmd this impression — . 
yon will tell me if it is a comsrt one Io4 would 
con ider it an open question as to whether the coo 
trol of the paper currence ihould W transferred fo a 
Ckn*ral Bank to be con-idcred in the light of what 
the C ntral Bank is’—Tes. 

13 $*0 \b 1 that Teur recommendation that it 
sfalt be a Gmrernment Note is not an alisotnte one 
that mnst hofd wlalerrr the nature of a Central 
Bank mar be’ — A« I wt« things at pre-ent, nnlci.< 
tue oltigatioQs cf the Central Bank were guarnnteeil 
br the Gorenimen* of India I do not think 1 won d 
be ID faronr of any change from the pre-ent pro- 
reiture The notes shonll remain an obligation of 
the t oiemment- 

13®'l Ton ear “as st prercnt ' Arc ron re- 
ferring to the genera! rondilions of India or are 
eon referring to the present con<titnt on cf t'-c 
Imperial Bank’ — I am only thinking of what the 
rrsnlt would bo if tlio obligation for Ihe redemption 
of tbe notes passed from the Corernment as at 
present to the Imperial Bank or to anr other inrti- 
tnlion 1 think it would inferferw rerr greatle with 
ihe eamlation of ibo currency notes 

13 8j 3 Psiing on to tout nest paragraph as 
to Gooncit Bills Tou Mr tber «b«oJd t« put up for 
pnbtic lender in India and London Mill ron 
expand that a little by explaining mt what nethan 
ism yon are rontempletmg’ Would tbe Cuunrn B Its 
he pot op for public ten Icr id Ind a’— I think ment 
of the Baekt would prefer to hare Cbnncil Bill* 
foW on tbe oH sTyem at hose but f belieie there 
u some ptebapt MDiimesUl reatnn (I do net know) 
why part at least of tbe ramittanm from lad a 
should be arraBcid in Indi* It night I* feasiUe to 
arrange that pen »l euld be sold on the ol I method 
of Oranci] Bills and pin be rtsittances from India 
IJ $>3. Hare rou any objections to tbe receailr 

introduced fTtUta of portlase ofs orliag in ImJia 

Tes. 1 think the methed is not quite what « should 
V il . ‘’f remittanfM 

** •’’»'’Scd through extharce brokers in 

13$c4 You woaM ehmiaate tbe broker’— f wouM 
eliminate tbe broke' altogether 
13 «o Tba. 1, a on which I mn.t coufes. 

j . ^ Ignorance What harm does the broker 
do -Jt makes it ^ro expensiTe to the Banks for 
one thing, and I think the Banks sLouId be allowed 
^tSnmenr* "miftances from the 

13,S.a tre not Iher allowed to do th.it now»-ln 
someca>=es I heUeve thtwdo allow It In other ca.«« 

It ts given out hr the Imperial Bank to brokers to 
l-ed rate iter can and the broker mar 
haie wmoo her businiw to£l ,n tlonswith U which 
gather again t the interests of the Banks. 1 an 
speaking personallr now 

iTn - untTf tt 

» oTermnent Ihev c re out flfO nrn * , . i i 

^ 000 to another broker ^ w ' " 

The brokers go round fh« market and a 


IS more «pcn 


_ ihcther 

ahirfi u quite onneres^ary 

die Banks then remittin'* 

Ckranccl Biffs. ^ - 

might be that It p 
13S.<» Jn practifi 


ides lum with a p»cl income 

quite nadentand that 

13«n0 tr* mar rro.„_„ 

not nn objectien inheronTTa the eethod'»^h"" 


t dismaun. 

er might very readily a 

f roci^iso 1 suppese that ‘ 
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IS 916 Yea t tlmvV vl gold becaiRG i 

India tUa com wculd be too big for the retiairements 
of tlie people 

13 917 In paragraph 7, slabiliaation of the rupee, 
}oiir Association expresses the opinion that the 
advontagee attending the adoption of the rate of 
Is 6d , nhicb has been the norLing rate for eomo 
time past, outneigh tlie disadvantages and conae 
qncntly they see no objection to stabilising on the 
b-isis of Is Gd Can you explain at all the principal 
considerations whKh have led yon to that opinionlt— 
There have been two rates talked abont— Is 4d aod 
Is 6d , and I do not know that there la any cpenal 
merit in either of them, hut ve are at la Gd now, 
and going back to 1* 4d would lead to very erent 
roniplicatiorui, nnleas it could be done very gradually, 
and wo do not see o way of getting back to it 
13 918 How would you set out to get hack to 
Is 4d f — It could only be done through the ordinary 
trade channels If imports were largely exceeding 
exports, of course exchange would go down 

13 910 Your final paragraph deals with the matter 
of gold reserves ta I have iindcrsto id the weight of 
your evidence ao far it le directed against a gold 
currency in circulation as a suitable currency for 
Indiaf — Yes 

13 020 That creates a little difficulty in my mind, 
because in yocr last paragraph it appears to me as 
if you were contemplating that that ebonld never 
thekss be looked upon aa n possible future aystom*— 

I am afraid that u ao 

13,921 And it cotoes to o head when you tay that 
you advocate a policy which will increase the gold 
RMTTue?— The gcU raservea aheuU be increased hy 
the geld going to India in payment of exports 
13922 Cut if you do not wont to have a gold 
eurrcDcy why should von take that measuro*— After 
all, vary few countries do have a gold currency 
There is no gold currency in England, and, as I «ay, 
geld currency is luch an ezpensire luxury that I 
think one ii betUr without it 
13 023 \ou see my littio difficulty, Mr Nieoll 
You pronounce against a gold currency hot then )ou 
advocate a policy which wiU inereaso the gold reserve 
for the purpose of introducing a goll curreocyf— 
Yea I CM 

13 034 I was nonlering whether there wae any 
other reason (or increasing the gold roicrvcs*— -1 do 
not think ao 

13 923 \oii cannot rel eve mo from that ditemina 
at all*— There yi no other reason There has been a 
good deal of talk about gold for India, aud this nay 
have been pnt in for somo ccntimental reason 

13,920 I must not press you unduly, but it is an 
expensive policy to ineicnse gold rmerva beyond 
what M tieccesiry for the stable basis of fbe currency 

IS It not* Aes it would bo much better if those 

reservM were earning interest At the aamo tioie, 
there has been a good deal of talk in India about 
budding up gold reservea— in (act of transferring 
funds which are held in thw conotry to India in 
gold Ttiose funds belong to the people of India, on 1 
if they think they shouhl be held in India I do not 
see that one ran trg i« very oiuch ogs ns. it 
13 927 Have you any information m to what the 
anuiunt of goH roserve si out 1 be before a gold 
currency cotil t be infroiJnced — whai gofd you wouhf 
hare to have in rc-erve* — A very Isrgo amount If 
you had a gold tUTTTnry.-~s! notea could be rxrbanged 

fir gitd 1 ihiuk the note laaoo won! 1 diminuh very 

largely 

13,1>'> Tou are of opinion that the intevtl sag>^ 
abilitv of nolei (or g Id woull leal to a Urge 
re-liKtion in Ue note circuUtianf— des that w so 

13 929 Is tlal baaed Upon any acinal experieoee 
of Uitt past* — ^e There baa been nothing to gonle 
on* It IS only what one hnewa of the hunger ef the 
people of India for gold They won’ 1 rather have 
goLl than cuvrvncj nolee 

ISKIl Ton recoromend that cvuncil biHa ahoull 
be sot! entv to the actual extent of ravernasenla 
puUislwil tludgrt requirements* Tee 


13931 I wanted to see just how far that rccom- 
mendxtioa earned us Could wc ceid it in a broad 
sense that over a reasonable period {■ovornment s te- 
qnireinenis nnd remittances should b-ilmcc, and that 
retnittances through tho Government balxnco should 
nob be used for the pnrpove of controlling exchange? 
—I thtnk the idea in restricting the remittances of 
the Gosernment of India to Budget requirements— 
home requirements — was that it would be an incco 
tive for gold to go to India and increase the gold 
reserves of India agnnst the Note issue 
13 933 But would you carry tho resiriction so far 
ss to prevent the Government under favonrxble con- 
ditions, anticipating its requirements in a manner 
which might seem prudent f— You mean so much 
only slioutd he allotted every week f 
139'!3 Yes? — Oh no I think when the nctivo 
export season starts, or when they are financing tho 
eiops they should increase the amount of council 
I tils at that period or jierfiaps witlTdraw them nl 
together nt other periods 

13 931 That IS to say, they should take advantage 
of the market as a reasonable bnsisest man would* 
—Exactly THien the oxcbsngo was high — which 
would verv likeh synchronise with tbo export 
season when monev was wanted then they would 
sell their eouneil bills freely In the monsoon period, 
wbeo monev was not wanted and the crops were 
growing before tbo harvest time, then they could 
reduce tbeir drawings 

13935 So that the wsigEl of the recommen hinn 
IS this — that (1 0 Gnvernment traosactions ihouT 1 
tease to he n ade use of for the purpose ef control 
ling exchange they should only bo made use of 
actually with the single object of meeting Govern 
ment’s requirements*— I think so 
13 93C <Sir BfDinafrf Voaf ) In paragraph 3 
of your mrmnrDndnm ynii rerommend that Govern 
nent sheull be bound to tell gold for export or the 
eYiiealeut in geld funds TThen tlia Chairman axtcii.d 
Tou whet would happen if iterling broke away from 
got I vou moJiScil tliat recemmendatron I think’— 
Tot 

13937 Tnd veu said that veu would make tho 
oMigation to sell gold only*— les 
13 93* Because ef the difficulty of defining tho 
equivalent rate of sterling*— Yes 

139 0 Onnld net yoa get over tbat dilTicuIly |y 
wquiiins tie Government to soil gold or gold ex 
change at par?— TYhat do you cVlT ptr' They would 
oily .ell at the bullion point Tlint is if your vx 
change woi Is 4d , they wonid sell say at Is Sljd — 
tie vk being estimated to cover tbe shipping charges 
13910 If sterling was depreciated they would 
havo to sell more sterling to make it oqiiiralent to 
gold TToiIl it not be possible to arrange that? — 
Tee I suppose it woull lut then it would bo n very 
fluetnatiiif' quantity Tou have seen the fluctuations 
in tbo Tmorican cxihango of recent years, and I do 
not see how vou arc quite to arrive at the amount 
of sterling that would bo necessary to equal tl o 
nrneunt of goll It wonll 1>o rather diETcuIt to fix 
the nmeiint of sterling that would l>o required 

n^tl It woull vary, of course* — It woull vary 
with tie rale of exchange 7 think i( might be 
feasible 

13942 It would not l>o ntcesasiy to eorifino your- 
ertf to goll but It would l>o possiblo still to sell gold 
exebango although sterling had depreciated?— Tts, I 
Ihuik that migl t l>e p««sibIo 
13913 Turning to I srngraph 4 whero you say 
tint no adlitional currency should bo iwued that is 
not covernl Ir the nrtuol tenler of gold coin or 
lullion IB lolia and/or in Lon Ion earmarked for 
sfaipnent to lolia wniill not tilt result in your 
getting too much goll*— 1 do not think ao I t) ink 
goll nouhl only go to Tnlia to pay for credit require 
nenle — to pay for exports 
13 911 But you Slid in rej ly to the Chairman that 
It was UnB«v»aavy to pvte Up very large gold ro- 
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8eri-e< whereas this policy woul<l erentually bare 
that resiiltP — l>id I eay that? 

tSS-fJ I onrferrfoijrf roa (o *iv so— that yoa 
thought It woulU ba verv eipensno’ — No the gold 
currency would bo eery eipensiie Perhtps I made 
a remark that it was cxpeiiaiae to have n targe er 
cumulation of gold when that gold couM aery Trell 
to invested in securities I may hate said that but 
then ns I sar this mnnev lielonga to the people of 
India, and if they fire desirous of seeing these largo 
reserres of gold I do not see why they should not hnio 
them 

11916 \our scheme makes no provision for in 
retting snr part of that- gold in ^rbng invest 
luents’—No 

13 9IT And you do not think it is desirable to 
jnicat noy of it? — T think it is desirable to have jmrt 
of the reaerros of the paper currency in Brituli 
Goiernnient sieurities 

ll.diu Tina recommendation in paTOgraph 4 
woiill not nil III of that Tie gold must either le 
tendcrnl in India or earmarked in Z/ondon for shi] 
nient to India* — 'Vou can only get funds for invest 
ment in this country if tho Secretary of Stale sells 
largely heyoml fn* Budget requirements That is 
the only wav that funds ran be laid down in this 

eoiiBtr^ 

13 919 But you coull invest this geld which you 
Mggest should ho ear marked in toadon for shipment 
to India If necevvary you could iniesl it»— 
That queation of car marking gold was simply 
raised hr one of i)ie mewbors rf the tsfori 
alien who aaid "Pippore the banks el any tinio 
wanted to got money there in a Rutcy nnd the 
Cerretnrv of Ctnfe ana oet selling roonril bills nt 
(hat time we would have to ship gold, and we would 
have to wait for nloit a month Itloie we coull 
get (he proceeds of it " fliis clause about eor 
inarVing waa put in to meet the requirements of 
any bonk who wanted money urgentlv m Indie, and 
(he method (hst might bo adopted iroulJ bo 1} 
pasaine the bills of lading through the Imperial Dank, 
nnd getting advances straight away in India But 
that lines tot meet jour contention, I can see 

13,9*10, ^0| It dees not— .If the people of India 
want to have gold reserves they caunot have their 
moBor Ao.'u -M ire}} TJw/ nasi esDief bare >* bese, 
or they must have iC in India, and 1 say it la much 
more espcnsivo to have those gold reserves lying )dlo 
without earning nnything I agree with yoa But 
you cannot have it both w ays If they want that gold 
\n India they can I are it but they Cannot bare ti 
earning interest oo this sido as well 

13 oil I understand that your reconuneDdstioo is 
based not on considerations of what vs best and most 
ecoQomioal for Indiv, but on (lie srntiwmtal desire 
of India to possess a lot of goIdP — les, there u a 
good deal of that m it 

13 £Xj3 Under this scheme, all further additioos to 
currency in the bii<v senson would be provided ly 
imports of gold?— les, and the Secretary of Stale 
would probably selj more freely m the busy scoson 
than he would do in the n onsoon 

13 SIS Howr would the superflous currency he 
drawn off in the slack season? Do jon contemplata 
that there would bo a considerable ciport of gold 
from India in the slack season? — I do not think lo 
I think India will alwnvs export more than she viU 
impact even m bad limes 

13 954 But, still, (hero is A larger demsed for 
currency in India at certsin periods of the vearP-- 
Yes There always has been and always will he 

13 955 And if the gold wss not to be exported thep 
there would be a redundancy of currency dnnng tho 
stuck season How would you provide for vnlhdraw 
mg that currencyP^ — I do cot know that it vronld 
require to bo withdrawal "Why should it ho snth. 

13.956 Because it is rednndantf — It always has 
been redundant in the slack season 

13.957 Bnt do hot you regard that as A drawbo^ 
to the system?— If it was redundant to the extent of 


depreciatiog exchange, that currency would be with 
drawn hy reverse councils 
13,958 That n coming back to the ongjoal ecieme 
of seBing tterliog exchange?-— Yes 
13 959 You have reverted to that? — Either that, 
or the export of gold 

13.960 You think that the export of gold would 
provide n sufficient means of drawing ofl the re 
daadaat currency?— I think So 

13.961 (Sir Pursio/aniias I’Xaitirc/as ) Tie vnrious 
banks on (i«half of which you speak to-day have been 

ostablislved m Indio for a number of years? For a 

great namber of years 

13 963 Ja some cases extending to nearly half a 
century?— Bfore than that 

13 963 They work nt important ports m Tndia, and 
have branches at centres w-hero there are unporta to 
be financed? — Yes 

13 964 I think I am right in saying that these 
hanks play no part in financing the cnltivators* crops 
■nfsnd? — Very fittle 

11,965 iOn represent the British Exehaaga B-inks, 
hut there are other exchange banks similarly 
iMerested also is the export trade Of India? Yes 

13966 Such as the Japanese Yes, and Dutch 
and AmcTiean banks 

13967 And tWe ore one or two Indian banks 
which also do exekange httaw«a?_Ye8, 1 think there 
are one or two 

13,968 I take it that you have not nsccrtuned the 
views of those foreign excliange banks nor of tho 
Indiaii exthasga banka?— No 
13,968 In conoKtion with whst you said in answer 
to • qoestion put to jou by Sir Eeginslii Afant, what 
do you think would be tbe advantage to India of 
having sUtling securities in London instead of liaviog 
gold in India?— Tbo only advantage would fao that 
those securities would bo earning a rate of interest 
That IS tbe only advantage 
13,9*0 Other important counlries would not oveE* 
look this Advantago of interest Do yen know if any 
of them keep tbeir baUnees of trade in foreign 
eecuritivt, or do they mostly go in for gold and 
strcngtleo their currency position?— 1 do net think 
I can say what other countries do, but 1 should think 
they are ail wanting to get gold jurt now 
13 97) Ja ibese fiSIf reavxo nO^y JndiA $hoa}3 fool 
at tbo 21 or gf per cent interest which can be earhhd 
on securities?— 1 did not qutto catch that 
13972 b fhero any revsen why India should have 
her eye on interest which can he earned on securities, 
in preforCDCQ to gold?— I think that India can choose 
for hcneif what she is going to have 
13.973 Bfy point was. Mr Nicolf, (bat you sa«f in 
reply to Sir Reginald Slant that India's preference 
for gold IQ her currency reserve was based on 
seiitioicnt 1 suggest to you that there is no senti 
meat about it U is sound common sense, picked up 
from what other important countriea are doing? — You 
ought to know It appears to me that tho people of 
India, instead of having these large amounts lying 
fallow la India earsiqg notbing would rather have 
them eamtng a decent rate of interest 

13974 Would you call it Sentiment if you bore in 
mind the experience which India had with regard to 
stqrlins securities after tho war? — What waa her ex- 
penenco? 

13 975 The depreciation m the sterlingK — Depre- 
ciMian lot securities? 

13976 Yes? — Did India loss money over that* 

13 977 I am asking you I am sure you have a very 
good recollection of ahat happened to India s hording 
of stciliag securities during that period? — I eannot 
recollect that India lost say money over that 
139*8 Take tbe balance of trade of India which, 
dunng the war period, had accumnlated to the extent 
of sovoral miUions when it had to be remitted to 
India at the end of the war, what happened to 
ladia’a resources here’ — Had it got to be remitted to 
India? 

13 979 Haw did the balance of trade get to India— 

^ 83 50 croies wh ich wss here in British Treasory 
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Bills till September, 1019’ Regarding gold coireiiC 7 , 
you and that rery few countries hare gold eurrencies 
You mean that very few countries can afford to hare 
gold currencies, do you not? Or do you think that 
of those which can afford gold currency very few hare 
It statutorily permitted? — I think there are YCtj few 
countries which haro a gold currency 
13 9^0 Let us take a few countries. South Africa 
has a gold currency? — Yes, but only quite recently 
13,931 Switzerland has a gold currency?~Yes 
13 082 Holland has a gold currency?— -May he 
13,083 America has a gold currency? — I do not 
know that Tcry much gold circulates in America 
13 984 Gold currency is aeailable there’ — Gold » 
there, no doubt, but I do not know that it circulates 

13.985 England is aiming at it? — I do not know 

13.986 1 would like to quote to yon an eatract 
from the Times Trade and Engineering Supplement, 
dated SOtb January, 1926, of a speech of Sir Felix 
Schuster at the Annual Gonoral Meeting of the 
National Frovincial Bank, whicli 1 understand la one 
of the five big Banks “ Personalty I hope that hefoio 
many years are over we shall have soTereigns once 
more in circulation”? — kea hut that is only one 
man’s opinion You get another man to stand up and 
■ay quite differently 

13 9S7 Yon believe that others may disagree with 
him?~I think thit a gold currency is a very ex« 
pensive thing 

13,083 The question of the cost lavelred would 
therefore be for the country and those who are re« 
tponsible for its taxpayers' money to decide, would it 
not?— The taxpayer would have something to say 
13,939 kVliy not let them decide nbetber they want 
to go ID for this luxury or not? Tbe qaeftien is 
whether anybody would be ]usti6<d in keeping a 
country away from it if they were prepared to 
shoulder the burden?— It is for the people of the 
coontry to deride for themselves 
13,000 Tlierefore these who have to pay for it 
rhould decide it?— If they ere wiUiog to pay the price 
they may have it, 

13,991 There u nothing wrong in it?— There is 
aothing wrong 

13,093 koif further said you ero against gold 
ouriency in India because you think the unit weald 
be too great for tbe requirements of the masses of 
India?— I think so 

13 993 Presnmably la that case gold cutteney will 
not bo rushed for in India They will not take to it 
very violently because the unit is so great that people 
cannot afford it? — Not for cunenty 

I3 99t Therefore for the purpores of cnrrency, if 
gold currency can inspire confidence among tbe 
masses there is no risk of the people rushing for it? 
— I do not agree with you 

13,995 I would hko to understand that?— I Gunk 
that the attraction of gold for the native of India u 
so great that he wonid rather hold gold if ho can do 
so than hold curtoucy notes 

13 906 But tlio people of India can get an much 
gold as they liko at preeent in the open market?— 
They can 

13 907 I understand that your bank la one of tbe 
largest importers of gold iii India P—kYo import a 
good deal 

13 903 Poes the National Bank make any distioc 
tion between people who buy gold nt the bank’* 
counter based on the use they proposo to nako of Ibo 
gold?— I do not understand you 

13 999 Do you make ony enquiry of a buyer of 
gold wlielher he wants it for genuine industrial pur 
peso or hoarding?— No we know it is for boarding, 
and there <s no use in making enquiries 

14 000 Any man can take gold from your bank od 
putting up tbe required money?— \es. 

H 001 tthat IS there then which jiuilifies yoor 
thinking that the people have not at present taken 
all the gold they want?— RTien they see there is gold 
there and they have got cnrrency notes in tbeir 
bands, they will come sod exchange those currency 
Botee for gold 


14.002 People will siibstituto gold com for the 
cnrnsicy notes they use nt present — that is jour 
opinion?— Ye* 

14.003 Do you think they would conlinuo to do 
it sety Intig’ — I canuot say 

14 091 They lin\e been replacing the silver rupee 
1y the currenry note in India fairly progrossively os it 
is —Are they® I nm glad to hear that 

14.005 They are reported to bo doing that IVlieii 
tbe charm of the fresh gold com Ins dissnppenrcd, 
mav not thu repent itself’- It is difficult to soy 
where all tins gold currency would filter to 

14.006 MTiere can it filter top— The whole of Asia 

14 007 You think it goes to Iho whole* of Asia?— 

\«s Tliere is no gold rurrenej m Asia yet, is there? 

14,008 You hate so many branches that I would 
rather go by jour information on that score- There 
IS no gold currency anywhere in Asia 

14 009 Tlierefore tins would go tlicvcP— IVell, 
adjoining countries would take a lot of the gold that 
circulates in India 

II 010 The imports of gold into India till now 
mcliide smereigns? — \es 

14,0U If anj part of Asm which is connected with 
India wants gold com, there tlien exist* even at 
present a wny of their getting it’—Ycs, that may 
be but the gold com and gold bullion that is mj 
ported into India remains very lorgelj la India at 
present I Gunk, but if there were to be gold coin 
circulaling from 1 sml to hand through India I think 
in toutM of time a large amount of that currency 
would filter into other countrw* lucli a* Mciano- 
tamia, Persia, Thibet, and perhaps Chins You 
wouU bsve to fill the whole of Asia wiGi gold 

14 012 Before 1911 Iho Untisli sovereign was 
elTectire legel tender in India’— Yes 

14 013 And wss fiiely flvsilnble from the Govern* 
ment Treasury?— 1 am not quite dear on that You 
tnosn jou eeuld go with 15 riippoa to the Government 
Treasury and get a sovereign for it» 

14.014 Yes, at the option of the Government — 
Ah, that IS so 

14.015 Hut lu fact, luimedisttly after tbe outbroak 
of war eorereigns to tlie extent of 3 crores of rupees 

mimediately after o"tbreVk*o7'’war “'i 
do not recollect that prcciiely 

1914 the British Sovereign was available m India’— 
But tU^ was no obligation on the Corerament to 
give a sovereign for 15 rupees 

Covernment tho people 


14 020 Did tho sovereign thus eiven nut ii. 

pSrrilri'n’ ‘“n V -a liw 

port* ot ASIIV- They all disappeared snvhnw 

thJ^GiU 

'“‘•'oy disappcArcd, loo 

14 063 Tour cxpcnenco i» that the lorercicn which 
Department 

14 023 'Would it surprise 


acv purposei 

J to learn that I 


'I' „„ 

«, but I live no information on that nmnt " 

14JB4 ItegardinK the Secretary of State's reomre 


meots, yi 

* l«fr IMInsb n-f 
taepaa J w M ), Api>cnd 

cote 
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Ctouncifs more fr«I\ than at other times?— les, la 
tlio season 

H O'© That wouhl mein an aecumuKtxm ot larcer 
balances mtlh the Secretarx oi State hero than ironhl 
be jastifietl be his rwiUirementa at that period*— 
Tes than justiheit bj his immediate rcqnirenents 
24 027 Vie aaiount of interest earned m eueh 
baUnrea in London varies betireen 2 and 3 per cent 
now?— Tea 

14,02^ Do yon Ihinlc that that money ut Tndis 
wDulJ be very nscfql far commercial credit dnnng 
season months* — But the equivalent haa been given 
out in turreney lo India 

14.029 I liog your pardon — The equivaleait of that 
money tliat is lying here that is represented bs tho 
S«Tetary of States d/awiiiRS has bivn given oat in 
India for currency purposes 

14.030 rvnelly, but if anything in addition to the 
SecretaiT of State's requirements »ero mnitted 
here, end, the cuteenev in India was contracted, to 
Ihit extent you would not approve of it* — I do not 
think such would happen in the busy teaaon 

14 031 You do not think it aould happen*— Not in 
the busy acason but I am not quite sor* that 1 
caught your question 

11 032. If larger remittances were made from India 
than nere nece,sary for the Secretary of Slatos 
rcquiremeuts here, that eould not meet with your 
approval?— It would meet with my approval if monev 
was vanted in ludia aod retRidsncts were mado 
during the busy season to meet the requirements of 
trade 

14 033 It would meat with your approval?— It 
would meet with my approval 
14 031 Then the reatriction that you put in pate 
graph 3 of your written statement is intended to 
hava what effect? You tsy there Ooimcil bills 
Only <o be sold to (he setusi eiteot of Covommeol 
puhli<hed Budget rcquiremeats Yes, that is 
taking tho whole year roand but m ono mooth ho 
msy soil two <re«s of rupees, *od la tke ctf<e.sson 
be may soil nothing at all 
14,033 Supposing tho total tcquiremenu of the 
Seeretaiy of ^tot« in a year were fSOttXtPOO, you 
would not like them to remit £16,000000 in a year* 
That is what I nnderstsnd you to say —No 

14,030 But tho £30 000,000 may be remitted in 
throe months or in twelve montlm*— Yes 

14 037 lo that extent you would give tbem a 
diioretiori? — Yes 

I4,03S Regarding (be sale of Conocibl, you axe 
tor tenders iQ India and in Loudon? — Yes, 1 ex 
piained that it would be more convenient to be»e 
tenders lO I^oudon, la my opinion, bat soine people 
in India think that India should have a hand in 
making these remittances, and I do not see why 
they should not 

14,033 You say it is more convenient to have 
tendora in London? — Tes 
34 040 I priwnnio you mean it would bo moro von 
lenient to tbs Bntuh exchange hanks becaiuo they 
have their head o&cos hero* — No 

14,CUl How would It lie more coavenieiit lo tie 
lotohama Specie Back or the Internationa] Bank, 
or to the Contiul Link of Ininf— For tho sano 

14 042, Y'on have your Leid offices here with the 
gerveral manaigerf — Yes 

14 043 Tlio non British bonks would reqniro their 
Bombay brunch to wire tier* tbeir requirsmeota and 
ask them to put in a tender— But tfeir Bombi^ 
branch would wire them if they wanted Conmul bills 
in timo to enable them to pnt m a tender 
14,044 I hove no doubt (hoy could do it, hut 
niy question is it would not bo more coBvenienk to 

them to do it? I think it would meet their cob 

renienco all right 

14 045 It would not be more convenient*— IVell 
1 »aV it would 1)0 just as convenient 

14 046 It has bwn said by » witness brfore the 
Commission "Baying or eeSiing of rferi>»„ la 


India by tlio GotcrsineQC should bo adopted for tho 
reasons that by far the greater part of India s trade 
emanates from India Rates of exchange ar© fixed 
in India, and reversal to the old inelhod of jssning 
Connells jn London would not bo in keeping with 
India s present day requirements Would you 
agree uith that? — No 

14,047 Ylhich part of tho statement would you 
cbalVenga? — Will you just read it over again? 

14 04S Buying or selling of sterling m India 
by the Government should bo adopted for the 
re-isons that by far the greater part of India a trade 
emanates from India Rates of Exchange are fixed 
■n India, and reversal to the old method of issuing 
Councib in London would not be in keeping with 
India a present doy requirements ” — That man Ins 
got an opinion of his own, but it does not fit in 
With mine So far as our business is concerned 
(And I daresay other exchange banks are in the same 
position} we get our tefegrams from our difibrent 
bvanebee all over India saying what amount ol 
Council bills they would want There are some 
places la India where they rannot get reiniltanres 
from Government 
14,049 Sneh as® — Rangoon 

14,030 Wbat I read out is from a witness in 
Rangoon —Df course he had a personal interest 
You must value bis evideoco accordingly If ha is 
giving (bat evidence from Rangoon be had some 
peruoat jnterret 

14,051 I sbonld have thought that he was most 
disiDtereeted, bocanse fren) Rangoon he ts unable 
to (endet direct, and still he recognises that tlie 
tender should te in India end sot in l<ondon That 
IS why 1 particularly quoted this to you If it was 
A witocts Irota Calcutta or Bonbai, he migl t be 
said to be interesUO but e witness from lUnguim 
could not be so charged— Me find so far as our 
businsee is concerned it is noeh better to get our 
telegrams m from the different brasches and put in 
one tender on this aids 

14 0o2 1 follow that Tho head offices being 1 ere 
It IS more eoavenient — Yee 
14 (k>3 But those who have not their head offices 
lu Uondea would not find, it so coinenient*— I do 
not think )t natters to tbe others so tong as tbsy 
have get London offices 
14 (lot Regardiog the qoestion of ratio do 
thiok tfast tile question ol (lie maiolaiasbility 'of 
Is Cd can he put on a par with la 4(1 ? It it 
equally easy to muntsin Is 6d 
U 4d ?_You mea 

14 03S A failure of crops or a lull in trade —I 
do not think it makes much difierence 

U.Ooti You do not think it makes much difference* 
— No, I do not think it does If you get* a stabi 
lised exchange I think you could maintain the 
Is Gd rate 4 Uit as easily oa the Is 4d rate 
14 <Xi7 Y'on do not think that at Is Cd the risk 
of India t reserve being frittered awai is greater 
than at Is 4d P— I do not think so 
14,038 The Finance afember found it necessarr 
only this week to notify that he would sell reserves 
without limit? — Y'es, that is quite true, but lie h-il 
to do the some i) mg at 1$ 4d once 
14 OjO Well, I do not know about that —Yes, be 
had 

llOCO There is the fact The notification this 
week beCBiue necessary at the end of three, or per 
hips four good moasoons in India® — Yes 
14 0CI And as a remit only of a temporary lull 
IB exports It 15 not tbit tho crops are not there 
to mole The crops are nvaiUble for export hut 
the prices do not fit m There is n temporary lull in 
exports and the Finance hlembcr had to raise tbe 
big stick in order to maintain the Is 6d — Vre there 
snTpIus crops available for export* 

14CC3 Well 1 would rati er go on what you think 
—I do not think there is the surplus that you perhapa 
think there is 

14 0G3 I may have been out of touch with bnsincs' 


1 case of a failuye of cro 


for fi 


anths, being on this Cammtssiaa Verhtpa 




OQG nOYAL COMMISSION ON INDIAN CtmRENTY AND FINANCE: 

U apni. 1 CwtKtM >Koa. 


you l>»To up-to^laW rrporU*— 1 ilo not iliink lb”® 
aro turplui food atufli, anyhow 
U.OCl In »pito of lliia plifuometioii which wo hate 
toon only tlni ««k, you thinlt it ii a* *.vy to nain. 
tarn I* CJ a» to malnUin la 4'1 ?—'*•! thU 
phrnomciioo which you aaw Uit **vk waa larHy 
jpecnUlivo Thoro waa a »«potV RoinR a\«ut tho 
llombay laisar that Iho Currency Oomtni«*loi» wm 
RO ins to fia tlio rupco at li ImI lhal li tho laforna* 
non tliat I haro tot, and that led rcry larccly to 
this ipcculatire buyias 

11,002 huppoaing by any mufortUBO Indian cur- 
rency hail b^n depreciated duriBR the war period, 
as happened with other countnea, and it waa neee»- 
aary to fix the oxebango at la 3d —1 am aakiDR you 
a hypothetical queition, I admit— wont 1 Iho !*• 
chanpo lianVa not hw* pitued that tho Fowlar 
Cbmmitteo had indicated la 4d aa tho permaoenl 
ratio for India?— 1 did not quite caUh tie laat part 
ot tha qoeation 

liocc hoppoiiBiS, during lha war porio.1, Indian 
currency had depreciated, and nothing o»or la M 
waa enaily aTailahlo to India to itabiiiae on, wouhl 
your Aawiation hare j ointo<1 out to lha OoTenttnent 
that the howler Committed had indicated It 4d at 
the permanent ratio for India, or would tt hate 
tooonciled llaeU to a depreeialioof— Well, wbat u 
the object «f that queatioa? 

» 0C7 Tlio object of the quealion la thU Do you 
think there la any aaemlncM about a ratio fiie<l by 
a reaponaible Gareroinrnt Oimmiitae S2 yean back 
whieli waa indicated aa the permanent ratio for tU 
Indian currency ryatemf— Well, yoq muil hare aomo 
\vaaii 

14,008 There it ii, indicated in 1818 —Aa la 4d t 
14,0C9 lea, at a permaneat ratio for the Indian 
currency ayatem You can take it from too tliat the 
expreMlon there la '■ I’rrmancnt ratio "—Well, 
there haa net been much permanency In eny curren- 
cm during tho laat faw yeirt 
14, WO I agToe, but the quealloa la whether per- 
manency, if arailable, abould b<i paaced by or not 
11 you canoot help it, thero wooU bo no quotlion — 
Waa It fixed aa permanent in 1899? 

11,071 Yoe, in 1899, by the Fowler Committee— 
And adopted by the Goreroment of India* 

073 Yea; and It worked eery well tiR 1911 — 
It u {or them to any 

14.073 I will read paragraph 60 to you "Me ere, 
therefore, of opinion that tbe permanent rate ahoul i 
be that which haa been adopted aa tho proritional 
rate in the past, and which la alao the loarLet rate 
of to-day, tix , la 4d for the rupee ” “ IVrinanent 
rate ” is.tho cxpresaion — Yea 

14.074 Dat me put it to you in another way If 
the rate that vroa indicated aa tho permanent rate, 
and which worked well for a period of eery nearly 
20 years, or certainly 16 years, is to he disturbed 
Lghtly, and Gupposing tliat 10 or 15 years later ludia 
chose to lower the theo existing rate, bow would 
tho exchange banks, whidi are raitly loterosied in 
exchange questions, look Upon that?— I do sot think 
they would mind I do not think it would matter 
much to them 

14.075 Yon would not mind it? — No 

14.076 (PToleitvr Coyn)ce ) Can it not be Infeireil 

that the scheme as prepared by jon ? — It is not 

prepared by me 

14 077 Tho scheme oa fathered by you aa a 
preparatory stage for the ultimate introdoeCion of 
gold cnrrency into India? — Not for gold currency 

14,073 Then why do you refer in No 3 to cutting 
down the sole of Council bills, and in No 4 aay that 
no additional cnrrency should be issued not eorered 
by actual tender of gold and in No 8 the increaw 
of gold reserve — are not all those preparatory to- 
wards the ultimate introduction of gold cutreneyf 

YVell, it might come to that if conditioDs were favour 
able, but it would bo a very long time before they 
ace, tn my opinum. 


14,(179 In paragrajli fi you oleerva that the man- 
agofiHnt uf th« corrency notes abonIJ remain in the 
humU of the Indian (loveniment. Mhat are tie 
piMSthW dangrte and cliTicuItira which you (oteme if 
the note Usno is ban li'il over to a central bank?— 
I do not know what the central bank it, 1 da 
not know anything eliout lU coeililstion or its func- 
tions 1 cannot any whether tlt« guarantee of iLs 
central hank woull be a luCcieol guarantee (or the 
rederoptioa of thnsu noUw which are iiiuod 

14,0^ Taking tbe present Imperial Hank aa tie 
central Lank, roul 1 you auggeit Irgulative aafeguarda 
and limitatiena by which such a transfer cd the note 
iskue woutt be mured?— So, 1 woull have the cur- 
relay notes ai en obligation c>f the Indian (exern- 
ment Tie <,overnment or lOJlilution, or whoersr 
It u, wloxuorantce the redcmptioti of iImui notes, 
^ought to hare the manageisent of the note lasne 
11031 You du not Uink that any rritriction couli 
L« deTised which wuull safeguard ft*— I woulf not 
My that 1( anyUittig waa put before me aa to 
what the eonitlluti’n of the ctntral !>ank was to Ipc, 
if there la to l« lurh a bank, I contd olfer an opinion , 
lul without aoine Liiowle<lg« I could nut olfcr an 
0| inlon 

Il,0®3 (Tsr AlcMeder Jfumiy) In cswineclion 
with tie qacaiion of the ratio of exchange, it was 
put to you that U tj basing been the ratio Tnmm. 
ntendel by Iho Fowler CVmmiltcw away back in lt>J, 
and ado| le«l by lha CotarniDent of India, it was ooly 
natotal that tho rato ahouIJ be allowed to continue 
—Yea 

l4,(Kt As a matter of fact, hsoVing back the 
receirds, I find that tho average ratei of etrliange 
that were ruling jnst before the Vowler Committoo 
reported were as follows Yeo remetnlicr the bowler 
Committee rrpotleil in July, 1®^?— Y'ea 

14,<i3| 1 will juil give you tho figures far one or 
two years befero that— years ending 31st YfaKh la 
1893 the arrrace rate of exchange wea la k’CMld 
Thu la the average rato of cicjiancB for remittances 
—Yea 

14 OM In 18'’!, the etarago ralo was la S.5fC>t , 
in 1395, the averags rfttc wu Is 1 lOOd ; In 13'>6, 
the aecrege rate was It 1 C3%l , In 1897, (ho avrr- 
ago rate waa Is ?4W] , in 1%^, the aserage rate 
WHS Is 3 4f»?d , In l^OT, the average rato for Ihs 
yesr to 31>t Yfarch waa Is 3 973<l 1 have given you 
the vntca for tha eesen years up to the year »n which 
the l-oahr Commilteo reported —Yes 
14 036 III tlinso seven years the aserage rate did 
not reach la 4d . yet the Fowler Committee recom- 
mendol Is 4d— Yea 

14,Ob7 That does not giro anv virtne to la 4d in 
your opinion, does it, seeing that that Oomffiiltee 
timplj fixed on an arbitrary rato after seven year* 
when the average rale was below Is 4(1 ?— YVell, 
eaehsngo at tbe present time, and for the last 12 
months bos been more or less atahilkoeil on the 
o( la 6>1 1 think that Is tbe only factor that In- 

flneneed the bmkv which are namnt in tliu letter to 
advocate n Is 6d rale It has been standing at 
Js Cd They foresaw if any figure leW that or 
Js 4(1 was reeommend I there would be verv great 
diRicalty and very greet chaos in trade — if it went 
hack to Is 4d 

14 0P8 In youT opinion in view of the figures T 
have given you, them would be more lustification for 
the Oommissien recommending 1$ ftl on the bssi* 
of the figures at the time than there was for the 
Fowler Oommltlee recommending Js 4d ?— tVclI 
when the Frwler Committee recommended la 4i] the 
exchange was very nearly m the neighbourhood of 
Is 4d , anyhow, there vsas no dislocation of trade 
14,039 (Sir Furi/tufomduj TAnlunfos) You real 
me, Mr Nicoll, that tho Fowler Cbmmitleo waa 
recommending » rate for tho first time, and had 
nothing to fait back upon?— I did not catch that 
14 099 (Vir rursAetaruis, TAaAuriiM) Tim Pow 
Jer Onnmittea were recommending an exchange ratio 
In 1893 for Iho first tiro* in tho history of tho Indian 
euixeney aystea. 


MINTITES OF EVIDENCE 


207 


14 April, 192S ] 


Ur CaiKLEs Nicoll 


IContmued 


li 091 (Sir Altxandtr ittirrav ) Tbe DencbeS 
Committee recommended it 

14 092 (Sir l'iirs?io<omdai /fiaiurdaj ) They only 
confirmed the temporary rate recoumetided by the 
UeTschcll Committee There eru no permanent ratio 
on the Statute book before then — The ller«chell 
Committee sat in 1SD3 

1-1,093 -And indicated « temporary rate — Ol 
Is 4d , I think it was 

14.094 A temporary rate* — Tes 

14.095 (Sir Pnrjliofamdaj Tholurdos ) The Fow- 
ler Committee confirmed that temporary rate for the 
first time as a permanent rate I juat want to men 
tiou that 

14,Q9G (Chairmon ) That makes the point quite 
clear, but I think wo might proceed with Uio que»« 
tions 

14,097 (Sir Jfaiieekjt Vadabhov) As I read your 
paragraph 2 in conjunctian with what is stated in 
paragraph 8, 1 came to the conclusion that the difi- 
culty which your Committee of Exchange Banka hal 
m not reoanimendisg gold currency was mainly due 
to tbs reserres not being wholly adequate for the 
purpose, but your evidence, as I understand it, in 
answer to the Chairman as well as in ansaer to Sir 
PursUotamdas fhalruTdai, leads me to a different 
conclosion, and that is tliat you ootr, on behalf of 
the Btiluli Exchange Dank*, withdraw altogether 
the recommendation regarding a gold coireocy —No 
14 093 You do notf— No 
14,009 Ton are still tn fnrour of gold currency 
No 

14.100 Then yon withdraw your recommeadalionf 
—1 am net in favour of gold currency for lodia 
There is notlimg in this letter which says that I am 
m favour of gold currency for ladia 

14.101 I may be wrong, but as I read paragraph 8 
X understand it is door that you do recommend it, 
heeanas it la stated " It is with this end in view ’ — 
that u, the end in view of the introduclion of goM 
current —Welt I tliiak it wes in the miada of tho 
hanks that it was very desirable to aecnmutale e gel I 
reserve, anyhow against a note im* It u a sound 
thing to do It nay hare been in the minds of 
some of them that ultimatoly e gold cnrrency might 
be feasible for India without being too expensive, 
hut anyhow, there could bo no harm m Bccomnlallng 
a gold reecrve against tho notes issued 

14.102 Let me point ont in paragraph B of tho 
ancnuwatuluin ,vjui jui.v “JX-Ja with Ihix end Jn viev 
therefore, that wo advocate e policy which would in- 
crease the gold reserves so that wl en the day cucdm 
( it may be ten or more jean hence) India's gold 
position will have been steadily impronog >1) tbo 
time, which will enable her to tackle the problein 
when it does come np again npon a surer basis” — 
IVell, ultimately it might come up, bat wn are only 
(loailag with the present 

14.103 Yes, but you think that ultimately it will 
como»— It might come 

11,101 It might eomof— Yes 

11,105 Do you recommend it or not, oUimalrfy * — 
I could not say what I would rccammend 10 or 15 
years henco 

14,100 You might recommend it 10 or 15 years 
hence* — No , I could rot say what I woaW recoin 
mend 10 or 15 years henco It must depend on con 
ditions then 

14,107 In the meanwhile, do you roconuDCnd the 
establishment of a Hint in India for (lio purpose of 
coming gold comf— Tbere is a 3Iint eetablislw-d now 
for coining gold coma 

14 108 lint wboro bullion can bo presented and 
exchanged for gold coins which may bo roiaeJ tberw 
Would you recommead that daring the laUrregnuiu* 
—For correoey purposes* 

14,100 For currency purposes, so that yon cenld 
bring bullion and in exchiDgo get gold roiiii, 
aoTvreigns or Indian mohurs, and havo that as a 
voluntary or optional medium of cunenevP Hare joa 
any ol {ection to that?— It would be rather a compti 


cated scheme loo would have the unlimited legal 
tender of the rupee at the same time* 

14,110 Yes But you could not have tbo two 

correaiiea running together 

14 111 You say there would bo tno currencies run 
mng together’' — Well, there would bo the unlimited 
legal tender of the rupee, und you would also have the 
sovereign as currency, or the gold moliur 

14 112 You could takb bullion end get sovereigns 
in exchange? — I do not think you could have two 
cnrrencics running together 

14 113 You snv those two cnrreneies cannot run 
together?— N'o one uonld drive tlio other out 

14 114 ifny I draw your attention to the fact that 
the Dabingtoa-5mith Committee strongly supported 
ibis recomtnendilion? — Mell, that may baao, but tho 
DabiiigUin Smith Committee recommended a lot of 
things which have proved very troublesome 
14 IIS Also the Fowler Committee made tbit 
reooiaamadatian — Hell, it is a well known law that 
if yon hate two eiirrencies running together tbe base 
one drives tbe other out Tliey would buy up all the 
aovereigna or gold mohurs n ith rupees 
14,115 Before 1914 there were two currencies run 
ning tininUaneously in India Cold and sovereigns 
were being given by tbe Treaiiiry in exchange for 
rupees —Ytell, they did not last The rupees drove 
tfaem ont 

14.117 Tliey lasted a number of years— But the 
rupees drove them out 

14.118 It lasted R number of yesri till tbe mobur 
came in nod intercepted it, and there was nothing to 
prevent it progresing until the war broke out in 
Lurope— Tbere is tbe ordinary law that llio inferior 
currency will drive the superior one out 

14 119 You do not think this is a fensibte plan for 
India as a temporary meoiure?— No 
14 120 As satisfymg the aspirations of the people 
to have free coinage in India going on side by side 
with tbe present arrangement'— No 
14 121 You do not think sof- No, I do not think 
It IS feasible 

14,]22 You are aware that in India there are large 
stocks of gold ?— Yes 

14.123 And thot they are lying dormant?— Y'es 

14.124 It IS B most Bueconemio method of keeping 

(fast qusntity of gold in tlie country?— Ics , 

I4,I2a Hould not it lead to the prosperity of tho 
country if a method were devised for making % more 
benefirial nso of this lacked up gold? — I/ndoubtc<11y 
W3ir4 ,inft'd«u* wouili’ yw 

that has been a probhra tbet baa not been beforo 
many people connected with India for a very long 
time They might, for example, sell their gold and 
lovest it ia industrial concerns They migfit even 
buy Govemment securities with it 

14.127 But not make gold coins' — No 

14.128 You said in answer to the Chairman that 
the recent method of purchasing sterling in India is 
not good, and you reeoramended the elimination of the 
broker altogether* — 'Y'ea 

It 129 Over and aboie the recoinmendation that 
tho broker should bo eliniinated, hare yon any other 
toruplamt against that methml ? — I have do complaint 
against rcmittaBCes being arrange) in India if the 
Indian people want to have them I have no enm 
plaint against it 

14 139 If that method has worked well, you have 
DO ol)eetion to retainmg it? — No 
14 131 Can yoa adviie this Commission M to the 
extent of the gold reserve you would accumaUlef — 
Against the currency l‘>suc<1? 

14,132 Yee — Tbo more they gel the better, I 
sboold think 

14 135 But can yoa recommend some figure or can 
yon prescribe some limit* — Well I think the wlewl 
reserve, so long as the mpee is currency id India 
would be to faxTO 50 per cent in rupees, 2-> per cent 
lagold, and S5 per rent Jn sterling secorjlie* 

14 15f (9ir Umry ttraiosek ) Id the course of the 
•vsdenre yon gave this morDing you taut that you 
wanted to keep an open mind regarding the establish- 
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of & central hank until you know what the 
coastitakion of that central bank is to be May I pot 
to you very broadly the mam prorisions of a central 
bank constitution with a new to haring yoor opinion 
as to whether you would regard such a central bank 
as a useful organuation in India P 1 ani merely giring 
jon the mam condiVitms oi hafik. thmteie m nth« 
countries The central bank should hare the sole right 
of note issue, which is regulated by provisions which 
lay down a niinimum reserve in gold and other 
securities The bank is to act as the bank of the 
Government nnd of the other hanks The business 
of the bank is to be restricted in the main to dis- 
counting true commercial bills drawn against ^lods, 
and making advances on thenu The charter usually 
imposes the condition that the h ink is not to allow 
any interest on current and deposit accounts Those 
are the mam provision* of the bank charter in most 
countries Itould you regard a bank established with 
a charter of that character as a desirable thing to 
have m India? — Hell, it is very difficult to answer 
a ijuestion of that tort on abort notice 
14,135 I will just ear this that a very iniportaot 
body of evidence tendered to us wa* in favour of the 
establishment of u central hank and the handing over 
of the raansgeroent of the currency to such a bankP— 
Well, 1 am perfectly convinced that if the note i8*ue 
IS to be laamtamed and to grow it wiU have to have 
the guarantee of the Government of India It is 
growing now, but the people there are BOt educated 
up to the central hanki 

UA9Q You attech no mportanee to the epioton 
which hna been tendered to us •“! do net eay that 
14,137 One moment, let me finish my senteace 
Would ^u agree with the opinion that hae been 
tendered to this Conmissioa that the sdvantege of 
handing over the TBanigeenont of the currency to a 
teal central lank is that you would ho centralising 
the currency and banking teserroa, and bo avoiding 
• ido fluctuations u money rates and disergent 
policies in regard to currency by the currency and 
banking by the banking antborities— -kou under 
stand that India is a very diflerent preposition from 
a central bank m South Africa or oq the Continent 
of Furope 

14,133 Why does it difi'erP— Tlio conditions Ibere 
are so very different 

14, I'D Would you mind laying exactly wliero it 

differ*? Well, for one thing, the people of lodia 

are not os yet educated up to the ideas of western 
banking— at any rate, the great mass of the people 
are not There u only a very minute fraction of t>>c 
people who know anytbiug about banking 

14,140 Do you suggest that the bankers in India 
do not know anything about banking for tbe Cea 
tral Bank would be mainly a bankere’ bank? — Not 
the bankers, but I am talking about the mass of tho 
people in India They know very little about the 
methods of western banking As it is at preernt, 
as Sir Burshotamdas Tbakurdas said, the ms» of Ibo 
internal trade m ludia is now being done bv Indian 
bankers shroff*, and others They finance the trade 
of India down to the coast 
It 141 AVouId yon not regard it ns nn advantage 
to tho credit organisation of India if those native 
bankers were m a posilioo to lake refuge bv redia- 
ctmsAvRg witb * teiArai bank in time* ot crisis^ — 
They do that at the present time, to a certain es 
tent aith tho Imperial Bank 
It Its To what extent can the Tmiwrial Dank 
fc3i5coont if It has no right of note issue* — Tley 
ran onij discount lo a certain percentage of tieir 
de(>o%its and tlveir retourees 

It 143 But if It had the right of note issue and 
if one of the conditions of note issne was that apart 
from a certain percentage of gold it conld pni uito 
Its issue ilepartnirnt local bills would not that 
•irengtben it® — What sort of bills* It m very dirt 
colt m India In discriminate between bill* whwh 

nifslitiea, and lills which are simply accrnnniodatia*i 


14,143a But 80 it IS in every ether country • — Not 
to the samo extent in India — much more difficult in 
India 

14,141 May 1 put it in a different way? The ex- 
change banks are largely concerned in financing 
the exports of the country’ — Yes 
M,\45 And internal trade cradWa ure tea'ly a 
oiiior part of your business* — Ob, nothing practi 
cally 

14,14C Therefore, if there were to arise a crrsis 
}on wonkl always he able to take refuge at the 
Bmk of Eogtand by lediscoonting here?— There Vs 
a discount mnrket in London, not nece&sanly the 
Dank of Ebigtand 

14,147 Ultimately the Bank of EngKnd*— .\«s. 
14,145 Let ns suppose yon were to do local husi 
ness and vou had no pa>sibility of recourse to t) e 
Bank of Eogland, would you regard your bank as 
being in a* farourabla a position without a central 

bsnk as with n central bank in India® You mean 

no might take refuge srith the central h-tnk in Jndii 
in tbe same way as we would do with the discoun. 
mirket lo London? 

14 149 Exactly — Well, I do sot see the necessity 

for it 

14.130 But supposing that you did all yonr bust 
nesa in India and yon gave credit in India to foster 
prodnction in India, and on the one hand you had 
a central back to winch you could go in times of 
stress and stringency to rediscount your hiIts_kco 

II I5I And on ether hand, there is no euch 
batik, or a bank whose pewera of rediscouRting are 
very limited?— Bnt we do net rcxjuire that 
14 153 Because you do not do tbe tnici Indian 
business,— No, there it tl>e machinery for that husi 
neas alrcsdv in India, tho roschtnery being tlia 
nxflio biukcr 

11.131 IIow docs lio handle things if there la b 
elriogency*— I do not know how many native bsnkrn 
there nre in India, but there must be tlonsandi^ 
many thousands— wlio bsve their onn resources Is 
not that so? 

14 15t And they finance the crops and produce 
of tbe country op to the nctent of their onn re 
tiurccs*— Wn>rn«Tcr they exhaust tho»e thov can 
go to the Imperial Bmk where they will get a con 
Kidernble amount of credit 
It 155. But you have agreed that the Imperial 
Bank’s power of giving ciedil is sovcTcly limited hv 
the deposits it gets® — It is limited to tbe extent ol 
Its ecseorcev. oo doubt 

1t,I5G That IS right.— And 1 do not know that it 
IS oecossory to increase them I think tho Im 
penal Bank noth its resourcos, and its incressing 
reserves will be sufFcient to finance tho trade oi 
India satisfactorily 

14.157 On tho whole therefore, may I take it voii 
wonld bo against tho establishment of a central 
bank*— Well, I have not had time to think it over 
I would not like to say that I am agaimst it be 
cau-e It IS a new proposition to mo 

14 155 Has not it been pul befero your Assoen 


tion* — No, it was never mentionod at the Aswii* 
tion, and I should like to add that anything I hove 
svid IQ eoiroection with that central bank is mv own 

personal view, bocnose it was not mentioned by tho 

14,153 (Sir Parihotamdat Thalvrdat) You said 
now that the masses of India were flliteratcP— 
No, I did not use that word 
14,150 Hell, if yoo like to substitute that they 
have not bad enough education, or whatever word you 
hke to use, and therefore it may bo a question 
irbetbcr they would have confidence in tho note issue 
of tho Imperiol Bank May I ask if there wos a note 
lulled ly a Centra! Bank or by the Imperial Bank 
eOBit, luted lOto a Central Bank would such notes 
have tbe conWenre of the exchange bank* for whidi 
yon are. »pe»VinB»— Hell 1 think »o 

14 161 A banker who appeared before this Cotn- 
MiASwa who IS lolereited m developing bonking in 
India not an cicbange banker, mentioned that what 
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be called the monopolist position of tbe Imperial 
Bank ought to prevent the Imperial Bank from hav 
mg the note issue? — I do not follow you 

II 162 He said that the monopoly of the Imperial 
Bank nitb regard to Government balances and the 
fact of Its competing inth banks m the inland centins 
by opening branches should be cocsidereil 4is a 
bar to tlie Imperial Bank being given the note issne 
\\ onid you agree with that’ — No 

14.163 In Ins written statement be makes tbi» 
remark, which I will just read ns it la only one 
sentence “ One restriction placed by the Act — that 
13 the Imperial Bank Act — “ on the Banks function 
IS that the Bank cannot engage m foreign exchange 
banking business so that the exchange banka working 
in India are reliered from the aneconoratc competi 
tion of the hank” Itould the exchange hankers 
Lave any objection if the Imperial Bank, as a central 
bank were allowed to do excl ange business? — I do 
not think tliey would like it 

14.164 Because of the increased competition, I 
presume? — No doubt 

14.165 Bat increased competition up to a certain 
point is to the benefit of the community aometimes, 
IS It not? — Sometimes there can be too much of it 

14 160 Vith regard to tho numerous Indian 
shroffs asd noneyleBderu who largely fiaaace the 
Indian crops, this class of hacker hare their own 
rcaaurces only up to a certain point?— That is what 
I hare said 

14167 But nhen these get exbansted id a busy 
season erea this class hare to fall back on the Id 
perial Bank for credit, hare cot they?— Tea 

14 163 Therefore tho larger the resources of tbe 
Central Back the better for the turnover of theindian 
petty banker also?— Tes, if there u an increased de- 
mand for money for financing crops, but I think up 
to DOW— we are talking of up to now— the resources 


of these native bankers plus the resources of the Im- 
perial Bank or the other banka, hare been sufficient 
14,169 Let me remind you of what happened m 
1924, when the Imperial Bank rate remained at 8 or 
9 per cent for six months of the year From Janu- 
ary to Jnna the Imperial Bank rate remained at he- 
tueen 3 or 9 per eeat for that 6 cjojiths? — That was 
larg^y owing to the instability of the exchange It 
was lai^ly due to that This year there has been 
just as much finance required but we have not had it 
higher than a 6 per cent bank rate Why? Becauso 
the exchange has become stabilised 

14 170 But if tho two balances which Sir Henry 
Strakosch referred to were amalgamated there would 
be nothing wrong in it, and it would give the country 
a laigo balance incase of need? — Which two balances? 

11,171 The Government balance, and the Bank 
balance?— Of course, the Government do keep their 
balances largely with the Imperial Bank now 

14 172 (Sir Kearii Stmkoich ) I said the currency 
and the bauking position 

14173 (Sir l’uT4hoiam,di^i Thakurdai ) the cur 
rency and banking position* — Even if there was a 
central bank tbej could only issue notes against 
gold I suppose 

14,174 There would ha no objection to that That 
would aimply make more money availahle to lha 
country, if Irada needed rtf— But that is what the 
Imperial Dank or the GoversDent could do at pre 
sent By tendering gold they would issue the equiva 
lent in lodien currency 

14175 Do you sea snytbiBg unsound ui the pro- 
position that Sir Henry Strsboseb has put to you?— 

I sea noibiBg unsound in it at all 
14 170 (Ckairmon } There is nothing you would 
Ike to amplify?— No I hope I have znsdo myself 

14 177 (CAoiman ) We are very much obliged to 
you for your assistance tcMlfty 


(T/ ( witness witAdieu ) 
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14,173 (CAaii-moft ) loo ueie at one time Joint 
Permanent Secretary of the Treiwury and pnne pal 
British reprisentative on tho Ueparations Com 
mission P — \es 

14 17^ Ton do not at present hold any olCnaX 
position? — N' Of coarse, I am Cliairmnn of tho 
lood Council, hut that is an honorary position 
14 li'O loll have l>cen kind enough to coma and 
assist us this morning and there hove been snb- 
mittod to you, I think some documents* which her o 


been nreulated to the witnesses m order to put 
them in possession of some of the proposals winch 
ara under consideration and rUo certain questions 
which would Indicate the matters winch we are 

partHUlarly cOBcemed to enquire into at thie stsse 

in our deliberations I understand yon would 
rather i refer that we ahonid ask you questions 
which ocmr to us than to submit any meniorandnm 
on sous part* — Tes I received the verv interest- 

ing documents you sent to me I did not attempt 

n 
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to reply to vhat perhaps I no; ba permitted to call 
the soiiiewiiat forraiJihle questionnaire, partly be- 
iauH> 1 ran niahe no i retenrc to be an expert as 
rci;arde Indinii ronditions Of course, 1 do know 
sumelhinR about carrency from the world point of 
Men nml from the Rritish point of new, aiMl I 
thoiit,ht tint mr opinions niitht he of interrct, and 
possiblr of value on the mort general question jon 
had to consider, but at the same time I should not 
attempt to give nny replies protending to any 
nuthority in regard to the speoial Indian aspects of 
the question 

14IR1 I think ae thoroughly understand that 
Our questions can be directed with more adrantage 
to tlie general nsi'eets of our referenre rather than 
to the more particular aspects requiring expert know* 
ledge of Indian conditions Cnn you assist ns, in 
the first place hy telling us how, tn your |uJ/meot, 
you would describe on general lines the llntuh 
STstem of currencj snd its basis* — The traditional 
Untish eastern of currency since the restoration of 
gold payments after the Fmnco-Rritieh war at tho 
beginning of the lOtli centur) and as estahlisheil hr 
the Rank Act, is the standard of a free coinage of 
gold and free conicrlibility of notes— what mar he 
called a simple gold standard and gold currency 
That basis of course was temporarily abandon^ 
during the late war, and w« have now gome hack to 
n system which is practically ideniieal with the 
system which was completed by the Bank Act of 
1^84, except that far the time Iwing, at any rate, 
we hare not free internal circolation of gold At 
present tlio Bank of Englanl note, loslead of being 
parable in gold coin as under normal conditions la 
iiv taw payable in bullion The ivme le the position 
as regards the Treasury note 
11 Then what is the legal basis for tho gold 
ralue of the pound eterlmg?— Tho legal basis at the 
present moment for tb« gold rnlue of the pound 
aterliDg is that the Bank of England is by law enm 
polled to giro legal tender money in exchange for 
gold icllion, and to give gold bullion in exchange for 
legal tender money at n fixed ratio— at a fixed price 
14 1S3. It IS that which constitutes the fixed 
relation betneen the efBeiat pai«er currency and gold 
raliie*— That i« so 

14 1S4 Can anybodv get gold coins for Botesf— In 
practice, yes The Bank of England m prepared to 
give gold in exchange for notes, I understand ns a 
matter of fact but at Uie present moment there la 
no legal ohligatioa upon tlie Bank to do eo 
14,1^'j Be all know that practically it is not done* 
— No At the present time there is Tcrr little 

denianJ for gold for internal circulation The com- 
munity has become so u»«d to the £1 note that 
perhaps it would hardly he too much to «ay that It 
prefers it to the sovereign 

14 1S6 Now comes a question which yon may have 
some difBcully in replying to, and which I may have 
a difficulty in framing hut let me put it m thia way 
Bliat would you consider to be the probabilities as 
regards the public policy of the country in relation 
to the return to gold circnlafionP— I sboold think it 
will ultimately be a matter of popular taste Froni 
any serious economic or financial aspect I see 
no adrantage whatever in an internal gold nrcnla 
tion At tho same time if the community, for its 
own convenience bkos to circulate gold coma, and if 
the Mnditiona of the gold market of the wU and 
al» flo jnternal financial conditions of the tounlry 
are such that what 1 mny perhaps call rather an ex 
pensire luxury can be tolerated without serions in 
Ibe 

Z V! circulation to that extent- 

to the extent to which tho taste of the rarnTTma.*. 

II, » rf u, „„ 

H i»7 1, „.id b. Mt.i to, .ito.,T.;ri’,;s^ 

country now Have you e.-er been able to amee at 


any fignre*— At n very rough shot, I suppose, if the 
caatam of u*iog gold for all the transtctiona below 
£3 and n Inrto number of the transactions over £5 
which are not carried out Lt nieaiis of cbequci 
hectmo nniversai again, probably £100,000,009 
aterliDg of gold would bo abnorbc^I into circulation 
The o<»sl of It, therefort, can bo put to llte country 
as tho fnitrest on £100,000,000 cost of gold cum 
That would bo what I should call the national cost of 
It, pica tlw coat of the wear aril tear of Ibo gold 
coinsgo and minus the cost of the notes displaied 

14 1*8 Under exuling credit conditions it would 
be something between £4,750,000 and £5,000,000 
per annum*— krs, I sboiild put It somewhere in tliat 
neighbourhood 

14.1«9 Let me turn to another matter on whrfh 
your assistanco uouUl ho of great value I want to 
ask you in general, on the question of the reserves of 
a ceulrat bank, as to the best way of cainatituting the 
reserrn as regsriU tbs relation between their 
liabilities and assets Vanoiu methods are la me 
1 suppose the two principal are ( 1 ) to have a 
fiduciary issoe of a fixi<d amount, and (2) to have a 
fulociary isano of a proportion of tho total note issue, 
with some proiUKw as to expansion in ca.e of need 
Could you gire us any expression of your opinion ss 
to the relative menu of those methods, or of any 
ether melboil of esjustxtutmg rcseryes'—I find it 
rather difficult to giv* general opinion The tendency 
recently baa undoubtedly been to depart from what I 
may call the traditional Bntiah method of a fixed 
fiduciary issue nod a marginal issue coiered £ for £ 
by gold tn favour ef the method of requiring that 
there ehooll alwaje be gold rover for a certain per. 
eeoUge ©f the total i<au« The new German currency 
eifie© the introduction of the Dowe* plan is based on 
tl e pcrceotage method I bare a eery strong opinion 
that baling regard to tJio special potition of Great 
Uritain in regard to internationai trade that tho 
maintensnee of the Irnditiooal method for this 
♦w-eatiaJ 1 should be eery surry indeed 
to *ce the perwDtage method adopted here Whether 
those, for instance, 
‘'f America in 

“» I think It 
may be But 1 do think it easentisl if London 
I? eM, and also 

•whor. so to .peat, for ©?ber cur“i,ne,rthl'‘meJ^^ 
of fixing ,our reserve not eecording to your totd 
issue, but according to tho fluctuations of vour total 
u»ue. givi^ fnU gold cover for the fluctnalmns u ibo 
right meUioil for this country, but I ha« H.r 

I i»,7i s 

YOU «»rt!i.ng which, as 

you said, requires very detailed litiowfedge of Indian 
general k^owLge^*^ 
Indian conditions could jon relate what you ha™ 
in “'A^y to Iudis?-1 should say. J reg^dt 
India. . deal would depend oa the general 

curreiKT policy adopted If India w idics, as fSl 
in ‘I*® •Mtem 

rterhnr too! t”.T to toe h 

«yrun„ then I think probably such cold cover ns 

mpto for run™ “ *• «or £ eorer or 
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margin That would ba my pnma /jeie naw, 
tboiigb a» J snj, I oanuot pretaiid to any vsryapeoial 
knowlodgo of Indian couditions 
14 I'll We quite follow that yoiir opinion is that 
if Inin were to ha\B o sterling exili-ingo stnndarl 
she fhouU hare a {lercentaEO coier, but it she had 
a gol I standard of some form she shonld hsro a 5sed 
fiduuarj circulation Certainly that would bo mj 
gencrnl iitw 

Ill'S Wlnt would bo tbo nnson whieb would 
lead you to tint difformt course according to the 
different conditions*— My onii new u that what J 
may call the fixed fiduciary primipie gnes you a 
more ccrtiiii nutoinatic rcaition under condition^ 
loth of expansion and contraition With a per 
centage cuicr, expansion teiuU to betome too easy 
and contraction may prore too di'Ecult Therefore, 
if you hare a avstem under which you aloue ari 
rc'i'onsilde, so to r]>eak for tbo mnintenaure of your 
currency it is rirr much better to hase & system 
ra| able of rigid applicition If on the other hand. 
TOU lime y.ot what I may perhaps itll— 1 do not n«* 
tlio word in anw derogatory sens* — a ' parasitic 
standard, that IS to sxr a standard for wfilih you 
are not primarily rexpon*ib 1 e to the rouniry which 
owns the standard — that la to mr, an esrfisnga 
ilandard— then, aftvr all, if anything really serious 
happens it la the other inao a faaeral beforo A la 
yoDTi — I nean, be it resile responsible for naio 
taming your standard 

14 I'll In your eivw the form of gold standird 
under ftd/iu condiiioes briug more diffirult to 
maintain, mrolnng s greater eKroecl of risk, it 
requires a wore powerful enpno to support it'— It 
reallr noioiints to that bat I should aot put niy point 
quite in that nar Rougl iy speaking, there are tvo 
pnetible lines for n countre desiring a stable carrenry 
to take It can say either We are disposed to 
BinVc the arrangement br which our currency abaU be 
maintainetl in relitioD to what has hitherto been 
tlio niwt stable ralae in the world the laluo of 
geld We nre not going to trouble ouiielret about 
iibat anibodr ehe does but what ne are geiag to 
'u u to uko care that our currency sbalt bate the 
same c luc as gold Ihat is a poseiUle policy If you 
kdoj t that policy yon natarnlly take tie responai 
lilitc qua your own currency of maintaining a gold 
s'ardard and you sre rcry much concerned with the 
norcB enla of gold and the price of gold The other 
possible piolicy is to say We are perfectly satisfied 
with the gcncpil currency policr say of Creat 
Britain or of fJe Dinted States of America Wo are 
Iierfectlr sure that Great Britain will not allow the 
£ stctl iig to get into trouble We are perfectly sure 
that the Dinted States of America will not let the 
ilollar get into Inuble Therefore, we will take 
such stej s as may be necessary to secure that oqr 

currency shall haie a stable raiue in relstioa to the 

£ eierliTig or the dollar If you adopt that pcdiey 
h gically Tou need jiot trouble yourself about gold 
Pt all Tie relation of the £ sterling or the dollar, 
ns the case may be to goU is a matter for tUe 
Ciaicrumcnt of C reat Britain or the United Staten 
\ou simply lay your plans on the basis of keeping 
your currency stul.Io in relation to the particiilar 
loreign unit of raliie aiicb rou adopt for flw purpose 
Then the point on which you must cooeentrate m to 
secure that if you want to contract tour currency 
yon alwars hare at your disposal supplies of pounds 
sterling or dollars as the case may be to buy up 
a our currency, and 500 when you want to expand 
aoiir ciirTcticr that you accumalsto reserres of poaad 
alerling or dallars with a now <0 the period of con 
traction when it comes But you cease to bo inter 
ceted in gold unless you think as a large country 
shuuM properh tlunk tl at hanng made use of n 
particular foreign currency that you owe n cnrinin 
debt to the country whose currency you are making 
use of to assist them in maintaining what u then -n 
coiuiDon interest tb« stability of the basic carrency 
in relation to gold 


14 194 I gather, in Jouc opinion that ncre a 
coDotry to nrhpt what you call 10 uo derogatory sense 
a paroaittc standard saw a sterling erctaiige 
rtand-ird it is still n matter for that country to 
consnJer as to whether or not to bear a hand in 
contributing towards the obligation to maintain the 
poM supply upon which the currescy of both 
countriea la bas^ ^ — les I think so for two reasons 
The first reason la thi* ff f might follow the 

parasitic metaphor iierhaps it makes it clearer 
The 'parasite nstnraijj will nish to feed on a 
lienlthv auiiual Anything which promotes the health 
of jls host IS Of cviirse in lU i>wd interest as irelJ ss 
in the interest of its host 

14,lfk> f suppose tberu would be other minor con 
SiderntuiDs which would come into account in 
loniiidering wlietber it was not necessary to keep 
*one gold m reserre, erm under a pure exchange 
•tandard, for instnnce, the prowision 0 ! a buffer 
lietactn the immediate needa of the country and the 
•eiurtU market, in order to prerent too aoiere an 
impact upon tie sreunty market by the aale of 
securifie*’ — lea With on exchange standard of 

course, it It a werw iniportant matter that your 
reserves held in currency on which your own currency 
depeuds should be sufficiently liquid, but thot 
liquidity can bo inured without an absolute gold 
rcserie— I mean, the deposits at call in the 
lOODtnes coacernW and a good portfolio of bills of 
cscliaiige payable in the basic currency, for the pur 
I ose of iinniediate needs are os uschil ss metallic 
reserres On the other hand tf sctnsl conwerti 
bility of (he note into gold is desired Joeal resefTOS 
of gold would be necessary to maintain that eonyerti 
bility That is rati er a separate point, hut from 
tl e staodard point of view theoretically, I think, 
not an ounce of gold is required 

14,I9G Tou I sro breo discussing the relative bear 
mgs of the gold standard and an exihaugs atandard, 
for instance a sterling exchange standard In your 
new, does a gold standard necessarily imply gold 
curreoeyf—A gold standard, certainly not 

14 197 1 suppose we might refer to the present 
English arrangement as an azanple of a gold 
standard without a gold cnrrencyf— For ail snb 
etentiol perposee it if There are a feie gold coics 
etiU in nrculation, but the total amount is 
negligible 

14 19^ At present there la no legal internal con 
rertibilityp— That iS eo 

14,199 Tou hare been tnikit g of those two possible 
standards, the sterling exchange standard and the 
{;old staadard without a gold currency for the 
moment rather from a general point of new Could 
rou deal at all with the relntire advantages of those 
two standards for India ?- — 1 sliould think myself that 
the pre-war.raethodi which was the sterling exchange 

stanifard bad proved by experienc* fo be a method 

admirably suited to th« needs of India m normal 

times Of course, there were certain influences 
vising out of the war that had rery scrims reactions 
o|Mn iadian currency, bat whetler those reactions 
were the reeult of the fact that the sterling exchange 
standard, rather than the gold standard had leen 
odopCed ts a question upon which I should not like 

t» dogmatise. 

14 300 Might 1 ask you to repeat the last part 
of tliat answer? — I should not like to dogmatise as 
to wliether the troubles that arose in connection with 
Indian currency as a result of the war were due in 
■ny largu measure to the fact that the pre-war 
standard uas a sterling exchange vtandsrd rather 
than a goW ttBodarii I tl ini it might be possible 
to argue that if India had bad a complete gold 
standard before the war she would have suffered less 
from currency troubles than she did 1 tJiink it is 
nossiUe te argue that but I do not think it is 
absolutely established As I sry I cannot really pre- 
tend to hare that detailed information of Indian 
coRditxme wbicb would make my opinion of much 
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14,201 If I miglil ask jou to aptak for » moment 
from tiio point of luw of one with a onxino 
knowledse of tho llritish currene> srstcm and the 
sistems of Purope, wliat do jou tliink would be the 
generil interests of tho ciirroiicj systems of the 
civilised world ns between tlioso two stanJnrd* for 
India at the presint time I mean, what would be 
the leaving, in relation to the ginerat currency 
systems of tho world, of the adaption of either (a) * 
stcrliug evih'inge staodaril, or (b) a gold standard 
(without, for tho present, gold eurrenoj)?— Well, the 
adoption of m independent gold standard by India, 
even without gold currcticv, and of course to a very 
much larger exlint with a gold currency, would 
necessarily menn purchases by India of a roiisiderablo 
amount of gold for reserve puniows, that is to say, 
a certain amount of gold would have to be taken by 
India from the world market aud locked up From 
tbe Indian point of view the cost is the interest on 
that amount of gold From the general world point 
of view it nieaiia that other countries and the yearly 
production of gold of the world hare to provide (bt. 
amount of those reserves Putting the amount 
required at tbe figure that was in the papers wbirh 
were sent to mo — that was a suggestion for a gold 
circulation of £100 000,000 sterling 
14,S03 That u on the assumption that there la to 
be the introduction of gold circulation? — Could you 
give me a figure which you have in mind for the pnr 
pose of argument for tbe gold standard without tbe 
introduction of gold circulation? What addition do 
you think one should contemplate to the Indian gold 
reserve in those circuristances? I only lust want a 
figure for the purposes of discussion 
14, SOS Tlie best figure I can give you for tbo pur 
poses of discussion would be thst for tbe estabbsh 
ment of a gold standard without n gold circulation 
there would be required SS to 30 crorcs within • 
period of, say, 10 years?— Would yon mind just 
translating thst into sterling, because my mind does 
nob iDoro vary easily in crorcs? 

14, SM A crore is three-qusrters of a million, so 
thst it IS three^uarters of 30,000 000 crores as n 
maiimum?— That would be somewhero between 
£30,000,000 to £35,000,000? 

14 305 Tes?— Well, having regard to the present 
distribution of gold in the world I do not ibink the 
taking oS the market, so to speak, of £20 000,000 to 
£25,000,000 would have any very serions effect For 
a good many years to come the gold suppLcs of tbe 
world will certainly be surplus to the currency 
requirements on the existing level of prices If I 
may put it in anotlier way, 1 might put it like ibis 
If the Dnited States Gorermnent (the United Siatea 
being at the moment a very large liolder of gold) eaw 
fit to allow the American gold reserves to exercise 
their normal and traditional effect on the creation 
of credit, there certainly would be a very consider 
able rise in dollar prices That rise in dollar pncee 
would be reflected in a general rise id all world 
prices Tbe liberation, so to speak, of tho UmW 
BtaUs gold reserves would result in a new world 
unco equilibrium considerably above tho present 
world price level For various reasons such a general 
world rise in prices docs not snit the United States 
of America Therefore tbe currency anthonties of 
the United StaUs have with very great akiU taken 
measures to prevent tbe large accumnUtion of g^ 
which exisU in Amenea from having its full effect 
on American prices There is a ^rtain •“»»»» «* 
cold a very considerable amount of gold, in t^ 
United Slates, which for credit purposes is ateriliaed 
The United States would be very naturally wilhog to 

part with a considerable smoun of that goto p^ 

Tided they could part with it without a general r» 
of American prices, whidi would be reflected in wo^ 
prices, and so would not be lu the interests of 
United States, because a Beoeral n't ^pncM w^, 
of course, dimmish tho advant' ]£ .J 

creditor nation 1 take it, the (/A 
States would welcome the absoiq tbM “ 
able amount of gold m tho currenej^fUrvet of oth« 


oountnea and giro facilities for its release To part 
with £53,000 000 or even £100,000 000 of gold to 
India would, from the United States point of view, 
bo an axtremely good bargain It would be nseloas 
gold got nd of I think even £100,000 000 could 
easily be acquired if India thought it worth her while 
to buy It for currency purposes without any real 
material effect on tho currency conditions of the 
world 

14,500 l\o may take it generally that, in your 
lie» the central bsnks of Ciiro|ie and of the Lnited 
Slates would not bo sorry to see India helping to 
carry the world s gold rLsir»ea?-,M«.|l, mj o»n view 
IS at the present moment that the roam burden of 
rsrryiiig the world i ^.olJ reserves rests on the 
shouldeM of tbe I'niteil Statftr of America, and as 
that country seems in as good a position to b,. able 
to afford It as am other country, I am quite content 
that it should stay there 

14 207 It is a serious matter for India to con- 
sider uhethcr It ahouW interfere with so popular 
an arrangement for other conntnosf— From the 
point of new of other countries I do not think it 
IS really very material whether tho United States 
eolJ to India or keeps it 
itelf For a good many years to come, jf my 
theory is wrect tbe value of gold will have to be 
maintain! by deliWnte action on the pnrt of the 
United States of America, that is to say, the United 
SUtea will hue to bear loss of interest on the 
surplus gold of the norhl, except to the extent to 
which other countries mar be willing to ai-cept part 
of thst lots for the puTixaes of obtiinmg s gold 
baching to their currency One cannot speak 
sfrtislunllv in regard to this miller It seems 
prolinble that from the course of events since the 
I>aw« plan came ml© operation tliat Germany will 
abtotb for the purpose of TMcrc* a much larger 
amount of gold than at one time 1 thought was at 
all like^ That will relieve the burden on the 
Unileil States If India does tbe same that mil be 
a further wlief, and a pomt will iiltimatelv come 
at which (be Americin gold reservea are not more 
than sufficient to roiintain the existing price level 
and tlie normal batis of credit in America When 
you get to thn stage, then the world gold market 
in the old sense will hsve been restored and price* 
will depend htgely on tbo amount of new gold com 
lOg from production, hat so far ns l can see it will 
be a gcod many years before the risible aupplv of 
CoW has really ite normil effect on world pr ees 
I toink there is tlat large cushion of nnaewssarv 
accumulated gold in America which will tike many 
rear* to aWrb though the pace it which it will 
be absorbed depends largely on the currency policv 

ing a pood deal more than 1 expected If Ind a 
abtorto another pocket, that will accelerate the time 
at which the free gold market in the old sense is 
restored and then there mav be all aorta of event* 
in n^ia and China which one cannot foresee It 
IS not a subject on which prophecy is at all 
4U r should be prepared to" sa"y is^tbit^at preTent 

1”^ largo margin of gold in the United 
tl! '"‘ll !>“’•« to be absorbed 

•Eton 

I hopo I ha"v7mL' my^yrnTdesv^"’'"”' 

'1 th* trma^ 

trade in tbe United 
bfain would absorb that surjilos sunplyP— vvvil v 
diould much prefer tbat question should be put il 
a profesmonal statistician I should not like to 
haward a giie,j myself 

information 

prWs •^Plj“f*arJd'^brwo®l"i"^“mamI™r"eo!d 
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uot )>e preptml to Epenk dogicxticil!; about it 
)»<!<■«! I sni not at all aure ifaat it u a rerr preSt- 
ablo siib)«ct far «i>e<.Qlation so muck <lop«D«la 

on the currencT i)olicj adopted by larioua countries 
Indtr modern currencr ronditions the real demand 
for got 1 IS a demand tar re<enes ratlier than a 
demand for cjrrulstion The rolume of the reeerres 
Will del eml rer-r largely on questions of polirj 
This lery question roll are d mussing oa to wheller 
India should take £100 000 000 sterling or abstain 
from faking £100 VOO (KO sterling m an example 
In a free market apart from the eonsiderationv to 
nliieh I hare been railing your attention in tho 
rase of the knited Ftates if rou had an absoluleir 
free market for gold arul no surplus gohl locked 
np as ii IS in tmerica of roiirse a change in demand 
hr £100 000 000 n-onVl make an enormous difference 
fo irorfi pnees The thing dependj rrrr inncb on 
derisions on pohrr br rountries like India and 
Cerraanr ami ullimatele Hiivua and China *o that 
I doubt nhether it la possible for anyone eren one 
possessing far greater stst stiral knowledge than I 
bare, to speak iritli ariTthing approaching dogmatism 

14 210 I HTxlerslarKl yon go #o far u to aar that 
a demand for ase £100 000 000 of gold for India 
rronld be a substantial, perhaps even « deeuire 
factor in determining the relation helween the 
fnpplr and demand of goU nod the effect of ihat 
relation upon general pnree*— Tes subject to this 
that so far as I ran judge if such a demand were 
ina<ie mthin fhe next few years it could be soppi rd 
and would be snppliod from the surplus resereea of 
the rtiifed States without any serioua disturbance 
of world pricea owtng to fhe special conditioaa 
existing in the postwar world If the preexisting 
distribution of gold were normal and the credit 
irttenit of the world eenerally nere based on tb* 
aupplies cf gold in the respertire countries tien I 
shoahl rega^ sorb a demand as a rery dislorbing 
factor indeed The reason I do not regard it as a 
didurhing factor at the prescat toament >i that 
there is in nr new this surplus in the Unifcd Staten 
which could be obtained so to speak, by a apecul 
arrangement 

14 '’ll In Ihat connection you bare had put heforo 
you that plan which you hare already referred t> 
for t) c cstabli hment of a gold circulation in India 
hr obtaining the credits for (orthrr gold in London 
nml in New Tork and for a concurrent sale of ailrer 
BonlJ you be prepared to express on opinion as fo 
the cff'ct of the proiHwals for the ante of ailrer upon 
the countrice which hare ailrer intereeta and in 
particular upon the United States *~-l\ell one knows 
generally ihat the ailrer market m the past has been 
rather a narrow market and I should imapne ihat 
Urge sales of ailier would certainly lead to a general 
fall in the gol! rnlue of silrcr but that la a subject 
on which the bullion market could speak with rerr 
much greater authoritr than I can I can only 
express a general opinion I aboold think that 
baring regard to the world demand for silrer us 
dis] ose of a large amount of currency ailrer wonll 
be a rerr difficult proposition 

14 ”12 If anr proposal for raising credits for gold 
in the United States were coupled with proposals for 
the sale of ailrer that would be an undoubted cir 
cam«tance which one might expect to hare reactions 
upon the attitude of American opinion towards sueb 
a proposal? — I should not like to aar from mr own 
knowledge how far \mericn is now interested in 
the rnlue of silcir Obriooslr tmenean interest tn 
fhe ralue of ailrer is rerr much less than it was SO 
or 30 rears ago Jt tie same time I Jake 4 
kmerica would not look with fnronr to a senous 
depreesion of the silver market 

14 ”11 IVhat circiimstanoes hare tended to tho 
reduction of the itoerican interest in ailrer®— WeU 
fhe fact from tho ciirrencr point of -new (hat sftrer 
I as censed to he reallr a matter of any importance 

and the rery large Corernment holdings of ailre* 

hare been substantiallr retluced 


11 214 Then, is a question which I should int“r 
polite here irhicfa I meant to ask you before in ooa 
nection with the bank that is ns regards the 
constitution of a bask of issue which is in coutrol of 
currency What in your opinios are the relatire 
fuerits of the Continental ssstem of the combination 
of the hanking and issue departments and tbe British 
arstem of separate banking and issue departn ents? 
— I think tbe auswer to that question really depends 
on tl e answer I gave to a question yon put to nie 
before With fhe percentage cover of coarse, t 
seems to me the only practical arrangement is tho 
a ugie department — I mean a banking department 
which u also an issue department On the other 
hand with tbe traditional English system of the fixed 
fiducitrr issue and pound for pound cover above it 
the eeparate issue department is really I think, the 
accoooting arrangement which reflects ihat system 
meet intelligibly I do not myself attach anv very 
serious practical importance to the separate depart- 
ments but I think with a pound for pound cover the 
arrangement for separate issue department whicn 
keeps eurrenev so to speak in on entirely wetertignt 
compartment from banking is the normal natural 
and logical arrangement 

14 219 Mould Tou explain to us wby it is difficult 
to have a separation of the departments if jou bare 
a percentage cxivcrP~Well tbe amount of your Cold 
reserve with >our perccntige cover depend* from day 
to day in the prKi*e atnousl of notes in the bands of 
(be pobtic Tbe opemtiORS of your issue department 
couU not be determined except by the returns cf 
vour hankiDg department ^ou woukl bare to heir 
everv evening from the banking department how 
many notes were in tbe band* of the binking depart 
ment m order to arrive at tbe texerve which you bad 
to keep in tour issue department unless of course 
eon (rented your banking department for the 
purposes of your percentage oorer as the 
public If you did (bat then you would, 
no doubt be able so to arraoee pout 
iccouBls by tbe control of the amount of notes in tl e 
hands «( year banking departnient as to do xery 
much what you liked with your percentage cover to 
tbit that really would not be a practici! arrange- 
oieot Per tbe purposes of t) e percentage arrasge- 
meut you ou't ba«e roar cover on the notes oot of 
control of tbe central bulk That being so the whole 
ojieratrans of tbe centrsl bink (both issue and 
banking) really become { art of the fisme machine 

14 *’16 Itoiild not it be right to treat the notes 
issued hr this issuing department to tho banking 
department as the liability* — lu that ease tbe bank 
•Dg department by mnnipulating its banking reserve 
could if Ik thought necessary dimmish a possible 
slrxiu on tie issuing department 1 do not tbiak 
tho experiment of a eeparate issuing department 
nth a peicentige cover hn in fact ever been tried 
I cannot thiuk cf any case The diTision between 
issuing department ind bmking department certainly 
as vegartU large countries is peculiar to Great 
Bnlaiu utd I have atwaii regarded it as a corollary 
eo to speak to a fixed fiduciary issue 

11 217 Is there anv admini-strative imp<»ibiUty 
in tbe banking department keeping tbe issuing 
department informed concurrently as to tbe total of 
tho note issue* — None whatever as far as I know 
but I BUI not sure that a separate return of tho 
bauLmg and issniug depirtuiente in those circutn 
atinces or a separate account would sene »nv 
naljy useful purpose Tbe essence to ins mind of 
the percentage cover svstem is to consol date he 
xrhote of tho currency action of tbe central haok 
Indeed most of tbe advocates of the percentase 
cover arraugeineat the lite Sir Edward Hoi leu in 
particular always treated that as the great merit 
cf tho peix»ntage cover evstem — he alwovs combined 
tho proposals for tbe percentage cover with ihe 
abolitioii of th« separate issue department 

14 218 Let me pot a general q lestion on this 

haukiBg aspect Under the Indian s\stem hitherto 

the currency note issue and tbe control of the 
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currency lifts been the function of the OoTerdment 
The Governtnent has been the currency autboritr 
IVe hare bad in enduirt' a strong rceoramendation 
jn farour of the trnnsfer of the control of «e nolo 
^s»\le to a C0\itta\ bank Rhat, »n your opmwn, nro 
the ndranttsoe to be gamed by such a transfer, n 
general?— I am in. fniour of the complete mani^ 
vietit ol tho currency find coraplel* respo»»>bi)ilT fid" 
the currency, which is even more iitiporianl thaa 
managen-ciit being giien to an aotkorttj tnde- 
pendenV of Ibe Oovetnircnt in all countries, hero 
el.^whctc. in norranl times I think that a eery lir^ 
part of the troubles which certain Oontmentfll 
countries hare suffered in regard to eorreney wonlJ, 
in all human probability, have been nroided if they 
had had centTal banks with tho same legal pncitoBee 
nhich the Rank of 1 nglmd has tn this touuttj On 
the other band it is not powible eotirete to divorce 
the currency from the GorerntDcnt in time* of 
iiatioiia! etoergei ct, or in times of war, for instance 
Then the Oocermnent u bound to tale control ood 
in rerv serious credit crisis the Goaernroeot has had 
yierpetuallt to lUtcrrene eaen in this country 6o 
that 1 should not class inrsclf a* an a irocato of the 
theory that tho Gorernnicnt should diSintereHl i(«elf 
entireh from currence Some of the “li' ocfttea of 
cetrtral hank ssetenv have gone almost to that length 
But I do facour a aystem under which tho Govern 
ment thoiild divest itself of what in the bsl rooort « 
alieass a Goiernment function, tho control of the 
circnlaling tneilinm to on independent body of t« 
ports, constituting o central bank. »nd tell them, 
■'Re are giving you a free hand to manage thm 
nffair, nud it w your responsibriiiv oot to get into 
trouble ” It they do get into troublo oltinately tho 
Gaveronieiit will have to lotcrrene 
14 219 As a ipei ifie adrantago it n rot to os, fo* 
iiislnvie* that tlio eoncenUatwn of the hanking and 
riirrenrv reesries in a single hand conduces to efB* 
eiinry and economv li that a sulwcantial argument 
in your oiiiBionf— Rell that again, I think, depends 
on voiir currency system R iih the putely auto- 
matic got I standard svuteoi which we bad in this 
country befaro the war I tbiok any kind of c«o 
centraiion of binking and currency te*erve8 is a 
mistake I sin wholly m favour of the separation 
in those cireumBlonces, of the isjiW department odd 
(be bulking department ss in the case of the Bank 
of Eiiginiiil and 1 lun wholly tn favour of the currency 
reserve being msintained quite independently of the 
banking reeerre 

14 720 That is a matter of arvounfin*®— TTeJJ, J» 
the inie ol the Bank of England you have a phyvtcol 
separation also 

14 S71 But as o matter of adnumstrativo oootrid 
an I policy it is put to ns that for (I c cffiiient serving 
of the fioaoiiaj jntertkH of ihe tounfry fhe control 
of pobiy os regards curroney aud credit ought 

ore practically one* — The mooelftry poliev — 1 mean 
tho question of disroiiut rate, and so on — is the lever 
bv nliiih the value of tie staadsrd is iraintsined 
TI « leicr must be operated at any rale, by abonkios 
mstituUjn It IS not alwavo cotovle^ly coutioUed 
bv the hai king institution The Ooverntnent opera 
tioiis in the short monel market necessarily barn a 
very important cff«t on the supply of credit aOd 
»on.etiK>eN a central l>Milt lannot make its potic? 
cffevtive III the teith of a particular GoTeroireOt 
polic-v In those matters cooperation between thw 
( overnnient and the bvnk sro es«ciitiat lo all eves 
14 72J If there he two Jererj (Jje lever cf the bank 
rate and the lever of control of currency it ta pat to 
05 that those levers ought to be operated bv opw 
authontj administering the policv from Jay to dftw 
with arrangements for eo-ordioatnm with tho erneiwl 
Government policy Does Ui»| appear to you at * 
subvlaniial consideratiouP— bts I ihiok it Is if yOU 

are going to hare a svslem m which there is aOT 
discretioBary control oj currency The srstem which 

I advocate lo normal times u a purely automatie 


BTStrm of purrenev I mean certain things hfivo to 
bo done with rcfcord to tho currency on the bisift of 
iL,cortsinfsl ffgores RJnt roar bo evIJed tho control 
of cofTcticv OS a discretionary matter do*s luit ciist 
Sit all That, I think. IS the wiser system 

M.721 TJiat IS, such n svatera *s wo line now in 
tils country?— That I sLotiH sny was perlnps rather 
the pre-war sistom I fhiok that <s true of cuTvonev 
proper how 

14 224 As distinct tvow the bank v&tc? — It dis- 
ViDct from the supply of bankers’ money Thu 
supply of bankers' monev is • thing which, under 
present coflditiona u very much more ti natter in tho 
bands of tho Dank of Fngland than it was in tho 
past Tho very lorg" holdings of the Bant of Zog- 
laAd tn short-dated securities gvws it sn ultimate 
control uf tho money narVei very isnch greater than 
it bad before the war 

14 21^ tre you snfficiently ecqoaintod with the 
existing romtitntion of the Indian currency reaervo 
and the Indian gold standard reserre to express sn 
opinion as to the poliPT which has been recoa- 
meiided to ns of the concentration ol those reserves 
into one’— No, I am afratd I have not guSicient 
detailed knowledge of that to express an opinion ot 
any vslnef 

14 226 i rather gathered vou would he rrfnctivnt 
to answer aov question as to (he factors in Indian 
conditions which make it undesirshlefor an introdue 

tion (here of actnal gold in circDlvtioB ^les, I do 

not think any opinion I could express on that would 
have anv res] value because J an cniie noacquaiatsd 
with India 

14 ^ Is It posible to express any general 
opinion, apart from the eircoinsttnces of n particular 
case, on the assumption that yon bar* a percentage 
reserve as to the ninimuin percentase of sold 
secoritiet which it ii necessary and prudent to keep 
■gainst the ohlicnlions of th* currency anthonty?— 

1 think that is (be only thing that can be ascer 
tamed by very long experience 1 think pmdence 
requite* that with any new sy>tem you shouM place 
your percentage in tlie first lestancw very high 
indeed so os to be prepared for any ponible eoatin 
genev Then, as experience has been gained, you may 
W »M* to rednto jt without ^nger, hut jt depend* 
so Dinch on the Qnctu-itions of internal demand i? , 
jon have gold corrency, and also on the rapidity with 
which loternatiOBiit conditions may change. Ooe 
knows that India's internal trade is verr largely 
■nfineoced by the monsoons, and that it is subject lo 
very violent Burtqations The volume of external 
trade w liable to very cxtroordinavy Hnclaalions as 
between one year anl another and therefore I think 
It i« perfectly clear that with a full gold standard 
it would be prudent that India slioulJ keep a per 
centege of reserve on tho percentage system very 
raoch fiigber tban would be necessary, say, for a 
eoontry situated Uk« Germsov or Fr^nt-e I do not 
take Great Britain because Great BntMij has certain 
■ntemstiona] obligations which arise from the fact 
that (Jre e sterling is the basis of currency for other 
cooofrie* as srcli as Great Britain which makes the 
|>o<iti<Hi wholly exceptional I should have said that 
■ percentwge reserve which woxiVi be su^wwt for *.11 
old countrv in Furope wonld certamlv ha insufficient 
for an independent gold standard in a countrv liko 
India 


. .V - " wTwiroeiicai expresaion 

to the difference wbich vou think it would bo oeces- 
sarv to make m vnew of tbe spectal circumstsnces of 
'* e*fvemely doubtful Rltb 
wu tbcM currencies I snpposo ,b estahlisfung a saw 
ayslem one wonld try to atm at eomelhing not less 
than 40 per cent or from 40 per cent to 60 per 
» reduce it as opportumtv offered after- 


44 229 That vs with countries which bare bad a 
goW itandard*— N'o Aftir eU these percentages are 
largefr conventional I do not think there is anv 
seientific v-alue in a particular percentagw 
In^ one objwt of your gold cover u to create w 
feeUng of confidence Therefore, you must choose a 
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14,341 IVonlO not the balance of advantage lie on 
the Bide of a percentage aysfem in ihow circuni 
abancca luth, it }'ou, like, atnngent rnlca far the 
size of the gold rover M be maintainedP — Ics, I 
think ) robably it vouUI I am all in laioar of 
BijnpliciVy In cniiency niiancBmenta Ati7 kind of 
arrnngen ent that la unduly ingenious, I think, tends 
to break down by its own weight 

14 345 Then with reference to the surplus (.old 
in the United States, you aaul that if £100 000 000 
sterling were withdrawn now or in the immetlinte 
future, that would not sffeet the world prue of 
gold, that IS to Bay, gold cominwlity pnse* the woild 
orer beemse America has a great deal of reduodint 
gold If the tendency eoiitinnee for ruropean 
countries, and possibly countries in Acsia, like 
China to adopt the gold standard and gr»du»]1jr 
to draw auay frara America that surplus in order 
to restore the r reserves, wouUl not that iiMe a pro- 
nounced effect upon gold prices if the Rold pro- 
duction doca not keep pace with it? — Updoubtcdlv 
If tfae world generally takes to what I mav rail 
hoarding gold, as a short expression — yon under 
stand what I mean — and each oountry when it 
returns to the gold standard adopts a very safe 
system of gold reserve, I have no doubt that the 
general world demand for gold will rapidly over- 
take tbe supply and we shall e<o a trndency all 
over the world tawanla falling prices I do not 
think aou can get anay from that 
It 246 Could jou till us whether the tendency 
now in Lurope is for reuntries, which hnv« 
teniporacilv departe<l from the gold atandard to 
restore it md to restore their gold reserre?— Well 
the only country, 1 think, tliat lion made any 
demand on gold that ii very material from tbe point 
of view of total volumo of gold up to tho present 
time le Germany Germany hoe made at I said 
before, very much Urgsr demands than I personallv 
had expected, but I think that u pertlv under 
American inspiration 

14,24? You do not know what the other countries 
are doing which have restored their currencies to 
gold?— I expect you have better inforoiation on 
that subject than t have Afy impression, subject to 
TOUT better knowledge is that ctnintiiea like 
Austria hove absorbed a certain amount of gold 
but th« things ore on so amall a scale there that 
from the world point of view it is not very toatcr al 

14 34'' I had an mind Austria and Hungarv 
Hungary in particular has been absorbing gold 
lately? — Yes Aly own impression is that the fashion 
at the moment le for these countries who have bod 
their currencies very seriously disturbed to sty 
"Well let us be on the safe side Let os supply 
ourselves very well with gold reserves so that tbe 
follies from which we hare suffered will not happen 
again I (funk as thei get a little more nerve 
they probably will not make quite the same demand 
on the gold supplies of tho world os they iDcline 
irt do St the moment That vs my feeling nbont it 
Countne* like Austria Hongarv, which have parted 
practically with the whole of their gold, had to 
re-create their gold reserves Take France I 
cauTiot imagine that when Franco nllimalely rArmui 
to the gold standard she will need an oonre more 
gold than she has at the moment 

14 2451 Then one other question about the basis 
of stabilisation of the Indian currency You are 
proboWv aware that the rupee has been practically 
stahihocd at Is ed for tbe matter of a aearp — bee 

14 2")0 The pre-war par being in the terms of 
sterling la 4d ?— tes 

14 251 There is a divergence of view os to the 
noint at wh ch it would be beat for tbe rupee to be 
stabilised What would be voiir own opinion abawt 
tbit" — Well I have a very definite ooimon as to the 
proper policy to be followed in nil eioea of stobilua- 
linn of correncT I do not think that from the point 
ol view of ttie ultimate state of affairs that point 
matters at all I do not think that ultimately it will 


cither benefit India or be detrimental to India if 
the rupee »iro Ss Od , Is 6d , Is 4d , or Is Pd , 
tint IS to say, When things liave adjusted them- 
ai.lvek to the new value Therefore, it seems to mo 
that the ouI> material lonsiderntiou in deciding on 
a fiRBfe w what figtnc can he teacVied Siven the 
sfnlus quo at the moment with the mmimiini of 
ffKtioo and tho smallest dogreo of inequity to 
oxistin^t interests If jem have Ind a rate of ex 
change jicrsisfent over ft fairlv long period, I am 
pntt) clear in mj own mind that tho proper rnto at 
ubich tho salua should bo fixcil should be snnio- 
nberc la the imuusdiato ncighliourUood of tl at rate 
of exchange iou will then not interfere wilii (ho 
cspectatiunt of the people who have fftirly recent 
contracts On tbe other hand, if your stabilimtion 
IS ol recent date, the right figure might be one 
latermeliite between tic current rate and say, the 
late that was current 18 montlis before There are 
tatna cases in which I should bo disposed to take my 
rftte possibly on a three years' overage of cichanRe 
In other cases 1 alvould take it at its current rate, 
partieularlv if it «oa a stable rale I might pro|>oso 
i<) £» a little shove or below that owing to special 
conditians snd considerations of expediency in 
relation to (say) tbs public debt, or something of 
that kind, biit I certainly slionld not try to adopt on 
any thvoreticit ground jin arlulrary rate differing 
very widely from the rate which tho experience of 
the merchants has established 

t4,2o2 Would you sav that stabilisation, of lha 
external value of the rupee for a year at la M 
iKisl have cooduced to an adjustment of internal 
prices to that exteraal value? Would jou asy that 
a year m u su&mentlv long penoJ to esVahlish that 
cquitibnufti?— I ilinuld not like to say that quite 
dogmaciollv 1 should want to examine very care 
follv the circunislancrs tbat had been roamtained 
tbrougb that vtar Thera night have been special 
circaostnacse that tended to affect the exchange rat« 
or the external value, that had not h^a fully re 
detled ID Ihe price level 

ISffvid Bnt on the whole you would lie inclined, if 
the external value had been stabilieed for a sufScientlv 
long period and if there weie uo special reasons 
»gais.t It to atxbilise tit tbat point?—! should 
start with ft etroDg presumption la favour of that 
point 


14 3.>4 (iir Uftnetlji ZJiitfulhoy ) I understand that, 
In vour opinion, the fundamental basis of currency 
policy m England even to-day is free coinage of gold 
and free convertibility?— Not free coinage of gold 
in England to-day, but free convertibility of the legal 
teodcr money into gild bullion 

14 2 S> Into gold bullion only?— Yes 

143o0 Not free roimgB of gold? I understood at 
the coiwmenooment tUal free coinage of gold was m 
eluded ID that eutegory’ — No, that was the pre war 

113j 7 It would not be correct to say as some of 
tho witneeees have told us, that England has only 
teinporarilv abandoned tbe policy of a 
currency?— It is impossible to propliesv 
the fulur- V - 1 . .... , f . ^ 


oil < 
regards 


elioulj 
anybody vvhi 
on demand. 


b* very glad m this co mtry to gi 
desired to have gold coins gold c< 
but I do not think wo regard it. 
oTidenee in chief u being of anv very serious im 
portance from the coonoraic and financial point of 
new But we have our traditions and the British 
aoverrign m regarded w ith verv great affection bv tho 
leople aid if it roiill he given hick to them to 
to ^ak. without serious Jo^i, I think evorjbodv 
a onld welcome it 

14 2a8 I want to make the position absolutely 
tlear Am I right in inferring that this esehanco of 
gold IS not only g.ven for foreign export purposes 
In* also Jor intvrna) eurrenry?_At present of 
settled policy of the Bank of 
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Trtn'iirv note or a Umk of Fnglatid note, kw Oo 
I P<1 rii^lit to obtain tie gold lOin in oxihange for 
that note at tbe Bank of i-nglaiid 

14 ’>n Blit in I'rncti e it is guott mthout 
pbjiatioii if a I'artv a-its for it* — Bill I llimk tbat 
^uistion sliiuld be rnit to the Bank of Dnglaad 
rci f( «oi tatiio inthiT than to me 1ft mpreosion 
IS tbiil till. Bink nonid be lere niiailtin|> to nfose 
gold com to a reasonabh extent to anjbodj who 
came nnl asked for it niir tlie counter bol I think 
>011 noiild hnio to tako the trouble of making a 
l>er«>nal journej to the Hank in order to get that 

^ 14 .’uO Then voii staled that in ruse India sliwM 
t-o on tbe gold tlnndard it should Rdo))t n fixed 
fi luciarj rircnbitinn as it would lie a rigid Irake 
oa iiifiation Can yon enlighten ns as to the liniti 
of this fixed fiduciary circulation? — The amount of 
fiduciary circulation? 

I4?6l \es 4s I «aid I am not prepared to 
F]>eak difiniteh in relation to Indian conditions but 
Iheru IS a g> nerat t rinciple winch applies to all 
laiiinlries as regards the proper maximum fiduciary 
iircuUtion and that is an amouut ubich is less 
than the Totume of ciirreno which in the most un 
faaonrahle conditions of pretio'is experience has been 
retained in circnhtion that is to say jour 
fi luciary circulation ought to he well below the 
ascertained miRimum needs of the coramonits 

14 2W But tn what period would »au extend that? 
ttoiild Tou extend it tn any definite period to ascer 
t nil the circulation'— Tiiiere the population is grow 
mg and conJitiine were alternig you wonid bate to 
nake allownni'es Init in any case it is a figure 
which must be fixed on the safe side In deter 
imniiiR the llductarj cimitalioa on tho priociple of 
a rigii currencT vou must sa> whae is tho lowest 
quautits cii ciirrcnev which U is cooreirable that 
tlie eommunite should be able to cartr on with Then 
eonr fiJuciarr issue must (>e fixed below that figure 
It would necessarily be a giicsa to make a precise 
(•timate of course 

14 203 Is any prohibilioo or limit fixed in 
England to the utilisation of the re<etTe so Ibot it 
should not go below a certain figure?— No tho last 
£ ran be called upon if nccessara 

14 204 The Ia<t £ is nrailable for that purpose 

they want it in this country • — les 

14 205 Tou also stated in ni iwcr to the Cl airman 
that the gold exibange standard was admirably 
suited to the Indian currencx system before the 
war, and Ton further added that it is possible to 
argue that if India had had (he gold standard 
lefore the wor it would not ha>e soffered losses to 
the rxicnt that it has suffered them In view of that 
opinion, am I right in conclndini, that you would 
not recommend a gold excTiongo standard for India, 
tonsidering the dislocation in trade and the tub- 
vtanlial losses India sustained after tbe war? — 1 am 
in faipur mist certainty as regards India, and so 
far as I am a judge, of getting back n# nearle as 

I ossihla to tho pre-war conditions that is to say, 

a standard which is based on sterling I think on 
the other hand, that India would bo well adnsed to 
maintain on her own account very considerable gold 
reseries partly ns I iny, as a contribution to the 
maintenance of tho joint gold standard of Great 
Britain and India (as a duty the owes to that 

standard) and partly from the point of new of her 

own protertion 

14 2G8 Then on the whole, you think it would be 
to the advantage of India to go on to the gidd stau 
d*rd? — Vot * eouiplotelv independent gold standard 
I should myself recommend a sterling exchange etan 
dard plus what I may call an emergency gold reserve 

14 >67 But if she is in a position to maintain gold 
reserips, and aUo to obtain gold in the market and 
also able to fall back on tbe gold hoards in India, 
would you then agree that she shonid hive a pnre 
gold s'flnihrd®— Mould you mind saying what you 
mean by " » pure gold standard ”P 


14 JbS I mean a gold standard as distinct from 
the gold exchange standard as it was understood 
before the war — I should certainly bo in favour of 
India maintaining a considerable part of her cur 
rtocy reserves in tbe form of steriiiig rnlher than of 
gold To that extent I should adopt the exchange 
ataodard that is to say, that if India wishes to 
maintain her unit of value I should think she would 
be better advised to take the initial action necessary 
towards tnaintsiiiing it through the realisation or the 
lULixavittg of sterling reserves rather than direct 
dealings in gold To flint extent I am in favour of 
the exchange standord On the other hand I think 
that if India practically relies on tbe gold reserves 
of the United Kuigdoni it is reasonable enough to 
expect that India sbonld herself maintain a certain 
amount of gold for use on occasion as a butfer D 
tbe [ndiau reserves of gold, sav at the time of the 
war had been larger, it might have been possible — 
tlough here again I speak with very great diffi 
deuce, because I have hot followed the details of the 
matter— to hare preienied llio dignities wbich 
sUrliog experienced during the war, and more par- 
ticularly immediately after tho wnr, from reacting 
as acutely as thev did on India The independent 
gold reserve of India would have been extremely 
useful at that time, but though a currency system 
ought to be adapted as far as possible to obnatiog 
dm|,er« id times of senoui world-crises such as the 
war after oU tbe mtiii use of a eurreney system u 
to luDction normally m normal times of peace 
kpart Iron these serious cataclysms, I think the best 
and most econoraicol System of currency (sad after 
tit ecenooiy is n matter ot some mponattee to a ooza- 
mnnitr such as that of India) u one that depends 
primaritr oa a weU-extablished world etandard of 
talue such as the pound sterling 
14 260 Lou hare stated that if we require 2o mil 
Iton to 30 million to order to eoahle India to go so 
for a gold standard without gold currency, the 
tiberatiOD of (hat amount hr the United States would 
not seriously affect the gold position, and that it 
would be sreilable?— That is my impression 
14 2*0 Am I right m concluding that m your 
opinion \merica would be glad to be relieved of the 
embarrassment caused by holding an enormous sur 
plus of gold which she could not possibly absorb for 
some number of years for internal purposes? — Sly 
own imprevsion, from what I hare seen from the 
reconstruction of European cnrtenciea and so on, is 
that Aluencn is extremely dissatisfied with the 
volume of idle gold held m America, and that it wiU 
be agreeable to America that an outlet should be 
found for a part of that surplus elseiihere 

14 271 And it would be agreeable that an outlet 
shoiild be foui d, even faking into ocwiunt the small 
injury which would result from increased prices in 
America itself’— I do Hot think comparatively small 
fiuctuations lu the gold holding of America are likely 
to sfTect AiuericUD prices The supply of credit in 
Amencx depends so much on the more or less 
arbitrary acti<»t of the Federal Deserve Board that 

a comparatively small infiow or outflow of gold is not 

likely to have any appreciable effect on internal 
prices That is the way I read the situation 

14 273 There is no real danger of increasing 
prices* It js only an apprehension * — I do not think 
gold movements of that kind are likely to affect 
world prices I give that opinion for what it i' 
worth I may be quite wrong 
14 273 In case India wonts these 25 million or dO 

million of gold and she has to float loans in this 

countiy wjH there he anv difficulty about obtaining 

credits either in London or in India in yonr 
opinion? — I do not know that I am verv rompetenl 
to express an opinion on that 

14 274 But von will say this, will you not— that 
part of this gold can be easily obtained from the 
United Kingdom?— I think a part would he nvtilsblB 
from the production of the South tfrican mines 
which normally comes here, and which, in the absence 
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prcaoiit in iJio 
down ami ilisposod of? 

14 , 2 ?" 


whelhof 1 Mb* - 

what would happen to the ailror at 
nf coitkmI riijn?** if U inelW 


.. will affeit tho world pri« of 
..ItcV**— I *a* a«imins that o market would hare 
to be found for that ailier outside India 1 do not 
know how tmieh. if anj. of that i.lrcr lodia would 
he preparisl to absorb aa metallic Hirer That I 
knew nothing alwut 

14 2*8 Speaking about the itiue of uotcs, you aa) 
jou arc in favour of the control of the ctirrenci 
leiag gireii tu aa independent authority in normal 
times At tie eanio time you add that Corernment 
ehoall not oiase to interen itself in the eurmicr 
system Am I to gather from that that yon favour 
the lisnding oser of the currency sysleBi to a Oriitral 
Itaiik protidvd the Government keeps the pe**? ul 
anperintending its control in times of cvitea, or any 
thing lihe that*— 1 think, in noraisl times iCe les» 
Government interference you have in eurrenev 
natters the I etter At the same time, I am just \ 
little afrnid that, owing to the fact that Corerii 
ments throiigliout the world base of Iste years made 
rather a mesa of eiirrency matters, that very sound 
doctrine may be pressed to the other extreme, and 
that people may say that Government has no con 
cern in currency at all Of coiinc, tlio Government 
must lav down the law which governs th« rurrvncv 
in any case In times of national emergency, ju 
was shown in this country at the outbreak of the lato 
war Ooverntnent must interfere I am all in favour 
of keeping the interference of the Government 
within the narrowest possible limits, but at ilie same 
time I am not in favour of the ideas which are tend 
ing to grow up now to some extent in acme quarters 
that the Government should simply turn a blind eve 
on i iirrencv and say it u not the Govemmeot a con 
cern I think the dangers of that are almost as 
great as the other policy of the Governmenb trving 
to regulate what I may call the commercial and 
technical sidi of lurreiicv 

14 2"9 Ion are aware of the present constitniion 

of the Impel • " • 


Gene 


Bank of 


if V 


I 


are uuderstood would v> 


a position to go 
n which CODtral 
, . ee to the present 
' to the Imperial Bank 
of India I rovideil Government raaintami control anil 
su|>ervi«ion over all ihe work and cau direct the main 
financial policv of Uie Dank® — I hardly like to ex 
prcKS an oi inioii on that without much more complete 
knowledge of the organisation of the Dank than 1 
(Mssess tlmugh I imagine that a Bank with the con 
stitirtion of the Imperial Bank of India conld easily 
) y Statute he adjusted to the l>osition of a Central 
Bank 1 should not be in favour of creating a sort of 
separate department of a Bank which would act 


I r G.>v»rTimi.nt siit>crTi*ion J think that m a 
*"* I eniotikc I am *11 •" favoiir of— indeed I think 
^T'maia rvcxironicndation of entrusting tJie control 
of rurnnry to n Ontral Hank is that the mnnage- 
■nent of tin* CVnCral Hank should feel n commercial 
resi<oii«ibititv for the currency If they are under 
iho ivntrol of an oSciil adviser that cominereia) 
responsibility Itnds to ilisap|icir 

14 ?*1 Hould you in that case still revorvo tho 
power of the issue of the Notes to the Govcmnient of 
India, or would yon prefer that tbo Hank should issue 
in Its own ontne? — I do not think that u of rerv 
material importance I think tlio question of whether 
the Note should be tho promise of a Hank to par or 
the pronuMi of a Cotcriuucnt to pay is largely n 
matter of public sentiment 1 can imagino that in 
Some communities tbo GovernmeDt Note would be 
regarded ns a nsfer thing than the Bank Note. 

14 2^2 Thai question should bo dccidixl by public 
eentimentr — I think so I do not think that is 
ncecssarilr connectesl with the management of the 
issue A O^ntral Biiik night have complete control 
of the ■nan-igcment of the issna Imt obtain lU actuaJ 
Notes from a Government currency commiasioncr 
14 2^ In answer to Sir Henry Strakosch, on the 
question of the (tatilisation of the rupee, youetated 
that the figure whicli we ahotild fix should Ijc reached 
With Ihe nitninuin of friction and the smallest extent 
of injury to existing interests. May I request you to 
amplify these "existing interest* Thewe esuting 
■nteresls may have liecq of some duration Tliev 
oixv have luwn inherile.1 There may have been a 
(mod over which those existing interests srero 
spread®— Any change in the value of the currency 
unit tends to alter the couiparitive position of 
creditors ond debtors si'caking generally If your 
(urrenry unit appreciates in value, you increaso the 
hnrden of exuting debu If it diminishce in value 
TOP dimiiiKb the burden of existing debts As ro- 
girds a longterm debt, if your turrenev unit hat 
deprvvialed, tbo rrcditor has suffered cowiitently 
over a period of yeirs On the other hand be may 
have capitalised bis loss and transferred his credit to 
^meone etso at the ditnimshed value of the credit 
Therefore, if veu put yout currency unit back to ita 
old value vou .re snakina restitution to a jwrtoii 
• ho hae got the old credit at a bargain, and the old 
cnditor gels nothing back So that the tendency 
is over aecnesof years, for the losses of the creditor* 
OP a d^rtciated currency unit to become irreuiedi 
able Tlienforo the material thing i* to see that the 
iwi le who bBvo m-ide recent contneta, so to speak 
should neither gam nor lose according to their 
reasonable expectation I should therefore not be 
very much comwrned as to what the currency mav 

«.? ^ ”*■ “6" Of 

mooev BitU an appreiiating ciirreucv oi f I 
u Eieater sympathy with the debtor whl 
u ock^ to PIT III substantial value n good deal more 
than be contracted to pay but nw.n,. L r ^ 

and I 

inimum of inequitv, u to 
poBiilIe nt the i«,int reached 


, . , ‘‘ty of debts are . 

or old debts which have compar 
♦ hanged hands the hoe of least r. 

Hunk also, the hue of the u 
stereotvpe as i 

14yi4 Wliei. ... 
fr^ioii do vou refer to the fr'iction'c 
■n emal prices or to worldwide prices; 
using t^ word " friction '■ then rather m 
and pcUticaJ «iise-the rate which will I 


of 


ised to 

‘ friction ” 

.ense — the rt,^ 
least general dissatisfaction 
14 2<G And not in 
internal pnres or in' 
to hare said at the iin 

stabilisation yon must bear m mino 
not onlv the current exchange but the relation of 
» of exchange That is 
I do not think yon can 
I reallv dealt partially 


the sense of affecting the 
ernal adjustments?—! ought 
* that I think 1 


infernal pne^ to that r 
portant qualificatior 
a blend eve on to i 
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gold resenre of the Indisin currency st that time 
coiBparatiTciy email 

14 SOT Then the gold reserve wl\i<.h jou reccHn 
mend in what aupcare to vou to he the ideal easteni 
nameli the sterling exchange standard — « t invest- 
menta in sterling and gold for emergency puipoaes — 
would in anv case not l>e of tnucli use to England 
beoaiisc t1 e quantity of gold which India would haie 
would prove very small compared with what would be 
required to support sterling Eierytliing tounts of 
course hut it would not ho appreciable would it® — 

eahing for the English point of new 1 would say 
this Many countries have tafeen advantage of the 
high reputation of sterling as an roteroaiional 
medium to base their currencies upori it Quite apafl 
from India, a good manv countries have done that 
Before the war Greece bad an exchange standard 
based on sterling The new countries are doing tl 
Part of the reserves of the Beicbbank are htIH tn 
sterling nud part in American dollars I would very 
much like all those countries to mako an adequate 
contribution to tlie gold stock on which sterling 
and ultimately their own currencies to a large ntent 
depend But one cannot require them to do it and 
I think this country wiU ha\e to face the oblrgahon 
of niaintaining the valnu of its currency m ita own 
interests and in other people » interMte It la not 
entirely a quivotie action because the fart that 
atcrling ortupies tl at position bnogs to this country 
very profitable bu'inew and the profits of that biisi 
new can be set against the costs of maiotaining the 
reserves The tnaiotenancc of these reserves for the 
world in general is no mere generosity on the part of 
I rent Britain, I am not pretending that at all It 
attracts profitable business and this it part of tho 
outgo in connection with that business 

14 qos The ground which you urge about ecooomv 
is one which is common to all countries, but ler) 
few (oiintries fall back on that economy lo their 
currviicr srsteaa do they? Always tbeir first con 
sidcration is to bare as much gold m tl ey they can, 
and then when thiy bare enough of it, (hey turn 
their eyw to interest on eecanties*— Yes This 
country has always been extremely econonicil as 
ret,ards gold rceerves For many decades we did tba 
largest international trade in the world on what most 
people regarded as a wholly inadequate gold cover 

14,300 Tou would not recommend India to keep a 
very keen eye on the inCercst that she would esro?— 
I «hauld reiaminicnd India and siry other country 
only to carry the minuaum amount of idle gold 
I ecwairy for safety 

14 310 You would concentrate your attention first 
on safety rather than on interest on icseraesP— Tea 

14 311 You said that if India went on to a gold 
standard and absorbed gold that she would not, in 
your opinion be upsetting w orld prices or copdilioni, 
hut would help tbe ii/Cloiate nonnsf aJiastmrat 
which will take place when America has parted with 
her idle goldf — What I wanted to indicate was this 
I thought that the stocks of gold in America were, 
for the time being at any rate so much in excess of 
American needs that very largs amounts could be 
taken bi India or by other countries. With tho result 

merely that America would adjust her credit policy to 

compensate tor this loss of unneoeasary gold, and 
there would be no disturbance cl prices , — «t any 
rate no disturbance beginning at the American end 
Of course that process can only continue until tbe 
surplus stock m America has been absorbed When 
the stock of gold in tmerica has fallen to tbe point 
at which it provides only an adequate motaQie basis 
for tbe credit structure of America then you get 
the situation of what you may coll a world f>«e 
Tuarket in gold If after that new demands arise 
anywhere unless there le a corresponding jnereoso m 
supply through the development of new gold utioes 
and so on, the tendency will be that the existing 
stocks of gold lu relation to the demands on them are 
reduced, and you must get a fall in world prices 


U 312 Tiia stock of gold in America at the 
moment is considerably bigger tlian the amount 
which IiHlia can want or can afford?— Yes I should 
not like to haiird an opinion as to the amount of 
Ji'a which America would bo willing to part wit'i 
withont feeling any anxiety but an American 
Witnes m^ht give you that figure very much better 
tnan i Jt ts certainly very much in excess of any 
figure# we hsie been discussing to-day 

14 3U Jlei.anhog your outfook of gold pncei 
under present conditions in Enrope— prices of com 
moditiea in gokl — oouU you tell us what vonr 
onoion is Are they likely to go down further or 
wte they likely to keep stable round sbont the 
Pt^it figure? I think it is extraordinsrdv 
iliBiciilt to hasord any kind of eonjecture on the 
poner-l trend of world prices Universal aspenence 
has sliown prettv clearly I think that with every 
large war there has been a general nse ,n prices 
whieh has become stereotyped The tendency of 
prices fins afways been upwards I suppose it is 
tbs natural result of per od« of widespread 
embirrissmeot that tho debtor fends to obtain 
trlief in respect of tbe burden of hii debts and the 
crodilor hax to accept a compromise As we know, 
civilisation always runs on sloirfv rising prices In 
the sVence of a furtl er cnttttrophe I should think 
having regard in particular to the monetary policy 
adopted by America (winch of courso is a verv 
iniport-iot element in it) that tlie tendency for 
sore time to come would jircbably be towards 
stability at fomethinj Jiic the prsoenl lerel but I 
sjieak lery doubtfully about it 

14 314 X understood you to #ay in reply to the 
ChaiTmau that la )our opinion a rise in gold prices 
doc* not suit America at present and you stated 
certain reneoiis one of wj ich was that America u a 
creditor lounlry and doss not want to allow prices 
to »»ee aiiy further?— Does not want price* to rise 
toy further 

14 319 Yes, that is it That tendency oti the part 
of Aiuc-rtoft le likely to lost a fairly Jong time is it 
»ct?— She will reioaiD a creditor country for eome 
decades yetf— 1 should think it would need another 
world catastrophe to turn Aaerica into a debtor 
country 

14 316 Tl erefore as long as America controls 
world prices the probabilities are that there will 
not be any marked appreciation in world prices®— 

It IS verv difficult to prophesy about these things 
I think the curreocy system of America is suyli that 
the authontie# can pretty well determine tl e price 
level as they like, irrespective of tie gold supply 
On the other band tliere are naturally various 
intereats tn America There are also sentimental 
cunsideratioi 6 which weigh and it does not 
necesaanly follow that the policy which is being 
followed at the present moment will be persisted 
in over a period of ten years There may be a 
change There may be a movement in favour of 
easier money and higher prices in America but I 
see no signs of it at the present moment 

14317 Or for tho next ten years siiprovimalelvp 
— ft IS a ihiui' which might happen at aar nioincnt 


14 318 Hegsrding the ratio, I understood you to 
miy that Tou saw no harm ultimately wl atever the 
ratio was fixed at When vou eaid ‘ ultimatelv ' 
1 presume you meant when complete adjustments 
w«r* made? — Yes 

14319 Can you with your experience enlig’ ten 
the Commission as to the approximate time which a 
countVT takes for complete adjuetment® — t think 
they take placo very rapidly 

14 320 Wbutd TOU put tie period at a few years 
or at a few months? — A few years at the longest 
One thinks of tho odjustments which have been made 
in C^mauy with the disappearance of tie old 
mark and so on Apart from shiftings In capital 

which IS a much more serious matter, as regards 
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the nrOinary i3ay le Jay tranaactioM, ih* purely 
currency «iJc of the German trouL|t« U nImiMtotcr. 

H .S2l Can yon w ’•hat are tli« mam heaJa 
unJer which y'>*> wtuUl tooV for aelju«tenent« in 
lomire to a Jcrmnn vn thii matUr'— I Ji not <)Uile 
fellow that 

113^.* 1 nxan the main head* under which yon 
HoiiVI looV for aJjinetmenli ticfoTo JewuRn): thia 
malter I prcwiimo for iMlance ynii wuutl Io>»V 
for Bjjt|gtm>iiU in wssea and pricca*— The tv» 
ihincsi I ahould lako into cvniiJiration in deter* 
niniiii; th* ratio arc tho current cxcbani!* rale and 
ahat 1 Uiay rad tlie piirchatiriR power parity i>{ the 
rupee, tliM II to iiiy, what i« ita {;uld raliie f>r the 
purpose <jf h lyi’iR tliii ir< mclu ImR waset, m India, 
find lie eachaoRc ralue If I (iiind tlfwe thinRi 
ni proriniatety tlie tame th n I ahuiiKt adopt the 
rxiitiiiR exchange ralue without any heiitatioa t(. 
iiD the other hand, I fiunl a wu)o Ji’crepanry, then 
1 alioulj he diilHned to cumiJer aonio fiRiiro prohahly 
intermcdiato Iwlaeen the tao 

II Til Tou aaid the purrhajiiiiR power of tho ru|>ce 
iiitcrnady in lapard to wiRes, and what waa the 
other*— Vnd commodities— ROoiU 

14 di-l CuBunoditka, of course, would W decilnl 
hr index ounibcri*— 1 tiippoae they are the oo’y 
(!Uid» ono hu 

14 Tio tthat woa1d you ru on for waRcs— tor a 
fill in wat.e« cuoipami with thu apprcciition la 
rurrencj *— ttages are extraordinarily d fRcutl One 
Jo«» not know to what extent teal waae* m India 
may hi>« altered thmiigh economic conditioM within 
the laat ten or t«elr« yeirt 

14 323 Z think your eridenee wvult bo of more 
lalue if I may tay ao if you could Rire ur yvur 
(pinion on the matter \N« want to know exactly 
alini aoiiM Im the ri nrrtl principle that would be 
ituerred in India m in any other eouniry Dow 
wniill you jiilge the neceeary adjurtment of waieeaf 
ttoud you look at the axEra of tOU and «ay, 
hen tho rupee waa worth Iku, wai,e« were Iki* 
and when the rupee appreciated wagei followed to 
tins extant, and the two id eot of liemR has 
teen fhi< asd therefore there ii an adjmlaHDl to 
t« aiURht to tin* exieat ” \(w I am afraid a 

prnhloni of that tori caiiliut be di^poaol of by a 
a mpto formula I ahouht feel a cerUio amount of 
confidence myiell I think, in adopImR the current 
rate of eschiriRo if I found, on csaminins the 
ordinary index tatte of commodity prKea that the 
internal pricei bad adjualed tliettwelrce to that lerel 
I am net aura really— tliouRh, of couroe, the qocstion 
of woRes M vf enornioiu importance— that we cooM 
gel any kind of formula on which you conld brin^ it 
into tho sum, so to speak, for the purpose of mskiVR 
the calculation 

14,327 \tou1d you, then in tho esse uf a country 
like India where the msin industry ij agriculture 
give nny conaidcralioii to the interewU of the 
sRricuUuMiits who would suifer during tho period of 
an adju&tmeut siij until tlie adjustment u com 
pletc'' Tlie\ would get fewer rupiea owinR to the 
higher ratio® — I am not sure that snylhing they have 
tuSered they may not, hs\o suftered already That 
dc/’cnJs ra«ii(r on the ijocilion bow far the inlcmsl 
prices have adjusted tl emselTes to the exebanRS 
ieiel If the lutcrnal priceu hare adjusted them 
selves to Is €d excliai ge then there u no reuson 
tu suppose that slereoUping the exchange at U 6d 
will have anv further effect on the luternal pricee 
14,3’’3 Regarding general prices supposing tho 
cost of living 18 50 or f>5 per cent above the 


tioiii which has made agriculture 1 cm proStahW m 
I) fia, and t am not sure that the scnrullurist woul] 
Rpt any permanent airanupu if you look a ra<e of 
eacliARge Ollier than ]• O! fur yaiur atali'iration 
il« niit.Kt t a ttmi’irary advantage, but when 
price* had a IjiuleJ llrnisclrca gincral r to tl>e new 
tcTcl he viiutd pruf>ably he again eiiffcring the sseno 
landicap wkwh he u at present auPcring 

14,330 Then 1 take It your pociliun would Ice the 
sane wlitllif tlo rale was (ho sane as it has been 
for the U,t liar or whether it was li bd or Ii 7d 
or Is. PI i>r Is W f-CWlainly 

U,3Jt. Toll woiil I pay no consideration to the 
figure as such* — No The two con<i !i rations I should 
have in mind, in deicrraining the rate, would be 
tie (ourse of the etchange ursr a comparatively 
emit periotl, inj tl u general leve] of | ricce over 
tlie same peruid 

113.1! kou said m reply to hir Mxneckji 
llafaffiiiy tfial whnthir lie roun* ef exchange was 
gniihd ly mai ipulation or by natural factors it 
wuolt not wejs,h with you*_^ity to this extent If 
IIhi vxchaoge had been guvcrnol by manipulation, 
an I if |•^cl1 had not afjnsled tieraselvee to the 
nenipiiUted exchange, (Leo X ihoull have been dis* 
|oc<v| to take nhat apiwand to be the natural 
unmampoUted level ef exihange, ai indicated by 
lie h srI of I ncfs, rather than tho current exebanga 

II TV) liov woutl joii srnvn at that natural 
nflmaoii ulated rate ef exchange, may 1 askfeel 
shoull See what waa the nlslioD at tlni moment of 
Indian pmis to world jricea— what wire gold pneea 
IB Iidia ao to >)»tk Tjien I »houM try to act a 
value for the rupee which wonH make the rnpee 
I rievw Uar what appeared to be the norma! relation 
betwen nij'c’ priiwa ami p. Id priciu Of roarse tha 
thing cannot be done quite iiqj ly, bn ansn natarally 
the things which Inlia prmlucea will lo chiaper «n 
India than elsewhere, and the Ihisga whieh India 
ini|M>rta will |,e dearer in India than elsewhere Still, 

It isnet an impoasib’e thing Take, fur riaisen' the 
muniry which it wry mu.h to the fora now, Franew 
There la no doubt that on the general level of pricws 
the ireneb franc it worth a great deal more than 
one one hundred and fortuth of a £ tterling If 
}«u coulf convene an unmodiate effort living made 
IvvtahiliM the Irrnch frsno it would probaUv mate 
w t.ood deal Uss internwl {ncVion in Franco if you 
nailo your atahilisation rate, say, 120 rather than 
140 That IS tfie kind of thing I have in mind. 

14 3J4 lu ewry Riiro|>kan countrv financial 
cx|crts have rMomuiended those countries going 
hvrk to pre-war ratio* wherever {ossihCe I wander 
>1 vou agree that they should make effurti to gst 
back to pre-war ratios a* qmrklv ax they ivissibty 
tun or as ntar to such raliox at feasible? — I am not 
quite sura that that puts it in quite the right way 
1 be Germans for irstumn, only got back to the IWw- 
w*t ratio by sal ing that a lullion marks should bo the 
(quivnUnt of ono iiiw mark 

14 3.V» Is Ihtro any parallel hetwe. n German 
cumnev and Indian ciiit< ncy ?— No, I think none at 
all I do n It think thero i* any porticnlar virtu* 
in the pTo-wav vatio 

HVtC 6lin Griit Rritam made hcruic efforts to 
get ai the pre-w ur ratio mid she got at it in spito of 
ronsKlerabli. j rotert from tome prople here'— I think 
that was owing lo consideraliong quite peculiar to 
Great Tlntain Great Rritain t position as an inUr 
national clearing office depends rerv largclv on 
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uBpd to forngn rounlrios foreign countnea o*e<l us 
a rerv iniuii lari.ir nuinUr and it was ako Teiy 
I u li to unr intorcits that in reii'«i-'t of ll w fomx.o 
lehti VO shoal I rimirc a gold £ for ever; aivrling 
£ tl at was owtsj to us 'mi th>.ri was an eknHnt of 
>nletl.>..nt silfishneNs as aell ai i-onnunial 
noraSit's \n the return to the c M standard 

]I33~ Dut for tbu aecordins to joo Great 
llritain tnigl t hare left behind the pre-war ratto and 
»lal ilised It at something lowerf — 8b« might eoDcei* 
able haie dune u if she had thought it to her in 
tensts to da so Tfiere was it one tune a school of 
tliou|,ht ahieh was rer; much in favour of basing a 
new ratio to tho dollar 

14 India with a la Gd rate would be the 
onlr rounlr; which hai an appreciated rorrenej orar 
tho [ re-war ratio* — 1 wonder if that is tot J think 
probably it u 

14 339 ^^e bad it from an authoritatiro aonreo 
tivat India ii tbt. only country in tbo world with an 
appreciated rurrency ocer the pnkwar ratio, erery 
other country haring tried to get to her pre-war 
ratio ^ou do not tliink there u anything rrbich 
souM strike eon as peculiar about this auggestad 
position of India*— 1 think the precise ratio in ans 
ease is a matter to b« settled entirely according to 
tl » enl gl tened new of tlm interests of lulta beraelf 
lie inrreariBg the gold raloe of tbo rupee, it means 
of rouran that India la paring in rcepeet of her 
iorcign debts— not of course her twrling deb*a bat 
those «iprsu<'<) in her ewo currency— more than she 
rwea in terms of commodities Tl see is nodiubt 
aboBl that That peimo it 4 cerr ctioog 

argument against iaer«s<iflg tho ratoe, but there 
mry be arguments and t thiak there are argumenta, 
in tbe olhrr direction 

11 310 Guch as*— That te depreciate the currency 
new from the prsseet Sguro of Is 6d le Is 4d would 
canse a disturbance of existing retationi of debtor 
and cmlitor in India which would not be to the good 
of III eomwuBiir as a whol* That is the argument 
but I am not expressing a ri«w oao way or the other 

14 311 <<ir J rpia-iU Ifonf ) Tou hare eiprsaseil a 
preference for n Gswl limit to tbe fidurisr 7 issue if 
the gold standard is Adopted TVeuId you contem 
plate A period cal increase in that limit aa the 
rolame of circulation grows* I may cspltm that- 
the circulation in India is increasing eery rapidly 
in fact in the fast ten years tho tatnn-j note circula- 
tion has about trebled itself, end in ectual practice 
wo haro a fiasd limit to the Gdueiary issue, but it 
has been periodically raised during the last ten years 
to keep pace with tho increasing Tolume of Note 
circulation — I see no objection to that at all I 
think tliere is a good deal to be said for varying the 
fiduciary issue from time to time when economic con 
ilitions hare actualW altered 

14 313 knJ in connection with the eeawraal 
demands for currency we hare at present a erslcm 
under which the fiduciary tssuo is temporarily in- 
creased within fixed limits. tVhen the Dank rate is 
C |>er cent it may be lucreased by so msny rroree 
ViTien the Hank rate is luk,hef it may ho incressad to 
a larger extent, and su on In answer to Sir Henry 
Blrsknvh I think you ralher thoogbt that the 
necessity for seasonal imreasis might necessitate tbe 
abandonment of the principle of a fixed Sdnciary 
mue, lul the two are combined at present — If yon 
bare an emergency incrcaso of a fixed issue depend 

(Tie wiini 


ing mon tho Hank rate or anything of that sort you 
do git son e I ttle distance along the road which 
loads yon to tbe percentage criterion rersonally I 
much I refer the special arraugement for dealing with 
the seasonal lliiLtuations combined with tbo fixed 
I'-ue to a fiat jen-entage arran(,ement 1 prefer the 
acraigsraeKt tea have dvw.nbed 

14 3U That It the arrangement m force at pra- 
eiut exnpt that we hsva rupees as cover instead of 
•overeignt — \ou could work it equally with tbe 
fidnmari jart of a Note itsuo bated ou tbe gold 
standard 

14 311 The present system practically fits in with 
what Tou recommend Jast one other question in 
cooneetion with tho separation of the issue depsrt- 
ment from tbe Hanking department if a Central 
Hank IS lostitutol I understood that in reply to 
the Chariman you expressed some doubt whether the 
lUnk should be treated as a member of the pnbbc in 
. taking Notes from the issue department Mas that 
104 so* — I think from Che point of view of deter 
mining the perientnge yon will iiave te treat the 
issuing Hank as a single entity that is to say, the 
circulation would have to be (I e total of Notes 
■saoed 1 ms tie Notes in the Hanking Department- 
Tbit If of course the iniariable principle in regtrd 
to American and Cuntinenlnl Central Hanks 
14 I4> But thee have not n separate issue depart- 
ment bare (her*— No I am rather afraid that if 
yon Created the Banking Department sis the outsido 
pul lie frem the point of new of the appliiatioa of 
a lerveniago standard it would be very *a>y indeed 
for lie Centre] Sink to ed/iist isatfers at between 
the lasoe Tlepartment and the Kinking Department 
14 3ld There would be no real check*— It might 
be possible to d rise a check but 1 bare never beard 
lie I errentsge eytten advocated in combination with 
A x) arete luue department The whole of fho 
tnowmeni for tbu edoptien of the ] ereentag* ivitem 
in this country— m I ich was aaeociated with (he name 
of Sir Fdwaid Holden — involved amalgametiaB of 
the two Departments of the Bank of England 
14 317 ^ It conies to this prs ticalJy— that yon 
cannot bare a separate luue department if you have 
• perventage cover?— I ihould not put it quite eo 
difiniiely ns that but I think the machinery for 
adapting tbe separate luua department to a per 
centago cover would have to bo very carefully though* 
out 

14 34'* No counlrv has succeeded with |t or has 
attempted it? — I do not think it has erer been tried 
so far as I know 

14 319 (CTuinnon ) Are there anv other mnttera 
into whicli we Lave gone to which you would care (o 
revert or to amplify’ — No 1 do not think so 1 
hare given you my news on these matters for what 
they may be worth 1 am afraid I have frespassed 
a little beyond the limits I laid down for myself bub 
f haio natumJly taken a considerafcje interest in 
Indian matters and I found it rather difhcuU to 
ahstain from expressing opinions when I have been 
invited to do so At the same time I do want to 
emphasise tho fact that any opinions 1 have 
expressed in regard to Indian conditions are purely 
Close of an amateur 

14 3 0 (CAe rmnn ) TTe have to thank von very 
marh for sour nost useful and ample assistance 
to-day 

ss icifAdrcir) 
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Kif >oiu«i Il»stiNC» ^^Ja.rl K C? Y I*nf».wi>r ri>oTi»J*« C,'t»3» 
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Fir M*Nrctji nraitfii Dtetai/or K Cl > 

Sir nssw VtBwoRrn KRl Mr C. II lUkrra .e , , 

Sir Av*S«.D»R Uo«T»"r»<iS McbHiT, C 1J K. ^ Mr A ' rrrrtinrtt 


The ni>.!tt Uan Mo’iTnac .Sou>.r TC, 1> 
•“1* \m». K C M O , 

H 3j 3 JoimriB^ jfr Oorrmor, *Wa »e 
iidjournnt last time ;o(> wore auittins u«. with Sir 
Chark-H Adjw, on the autjcel o( « rureory kian.hrii 
for lodia 

14 JSJ ^Sir I'unhuigmild] Tl.nlariiat ) Can the 
verlins a^rttm in ]n<3>at roarnm tn Ixindrn W 
kiuLnl ufnn ■« ffiM ueuritiM in (hr irniir that Ihrj 
(viilil bo U |Ui<la(c<l at *liort notice tf nocemiT*— 
(Vr JffM/afv .Jorman ; To dee ertmt tu irbtrb thrj 
rout 1 ta. aol < 1(117 cnulil bo looked u{<on a, |^I4 

14 3.i3 Could one rely open vllinj! llio,® •ernrilir* 

■t eniniiamtirely tliort notice depOBding upon the 
Tulunio’-— I haro so pirtieulart of the oeantrai. but 
(toM «hat I brliaea tliem in e«(ier»l U> t>o tt «ouU 
depend entirely npoo lie »olufl>o lo be dnpoerd t>f 
14 3o4 Op to a certain limit it iroubl not matter, 
hot oxer a rcrtais limit it jni&bt*— -It »> a tineiiion, 

M «it1i cierythins eUo of findins boxers 
14,3o5 To tliiit extent, thero^rr t»l<l barkins ol 
notes u alrays preferable to ai'ctintir", »» it nntx— I 
farour a diruion between the tao, a gold btrLin^ 
alone is perliaps a counsel of perfectton 

14 S.41 lou farour the other licfattsc it is more 

ecoimioical, as it brinss in a return? and 

because ve ace at present in trkat 1 regard as a 
transition period, following tlio erents of J3 jeire 
ago, and as I tried to explain when 1 was bero 
(»<■«* nwA w. nyovmn aW try »w w/et^'nn 
together via a goH exchange stnsiUrd to a more evni 
plete gold slanilard I am spenhiog parttcalarlv with 
regird to ibe covering ol Note issaes 
14 357 \ou any that bveaute we sre iit a transitton 
period you «ontd reconioiciul a division between the 
tuo, name!? go)i and gold secnrities Mhat irenll 
jon recommend when we ere in a penoil wbirh is 

□uuiJe the transition period when »e are in a 

noniisl period® — Do you Biejn whot wogld j jeCOBi 
mend ns the uJtiniate goal at a-hich to anaf 
14^*3 Yes'— A large proivirtioa of reserves 
Bgainrt vonj notes in gold 1 do not tbinV 1 enn 
define the proportion at tins moment becasse that 

15 sm ultimate and a hvpotlietKal questmn Of 
course when I spent of securities I refer to extemal 


14 3(a The diBer 
mend for normal p 

rerommend for the 1 


y between what voa rerem 
ids la fndiu and what von 
isition period Is doc to what 


o the ill distribution of gold throughont the 


HW 7)cb way I Iska it that roo wake thw 
rerofi men Ulion Ivraiiso you a) | rrhetid that if ledia 
,ii t at present nr ifuriiis (lie irsnsition iHriisi, w> at 
v.iu recommend for ber a> U-inB g,io>{ iit ncirmal 
peiK^' ths tnigUt divluib euciditicAS in tl » finamal 
marhet* of the «orld*^I think she vonll dntuth 
(I cm I thinh all tlm (viiiilrie, of i{,e voilJ should 
toive III cojv|wralu,n lowardt gra lually iiipMinl 
eondiCicrv Tbs* >• what I think an arc ■!( tryin- 
t» do 

IJ av T..U wnuhj »if apprpvc «f anr grratrr 
rostrirtiun on In lia in that ilirccti m than wl at tiwT 
exist for any ether nnutitry m the wnrMt^.f.enrrnllv 
speaking nn 

14 iJ I will specify what I have in mirul Otier 
cnunttK* It, the *or( 1 arc abK> ta draw goid for ti eir 
fvvourablo btijnre of trade Would you remsider it 
jBsti^able on the part of ladia to aim at dung iho 
aaoief— There war bo orraMOnt wlien iftcli action 
woull Im regrettabte, but otherwise I think it is quite 
josiifisbhr 

\4ch V I row what fioint ol Mew n it to 
retnelted' — ^ts 1 ImV q|>on It, the chief object of 
gold t«-.lai IS to form ilio ban, of international 
credit, and if India draws il» trade balances in goH 
they may oc-ive to lv> availalJo as nserros for credit 
Ire an* countries Waking any change in 
that direction from what used to be the ordinary 
practice before the wirf— I am not aware that any 
ether eewotry is takiog gold m that wsj and using 
it for a purpose where it u not avsilahle as reserrcc 

I4.9(» r am sorry if I did not make mvseU clear 
My question wss witli regard td ({,, GovcTnincirt 
drawing gold for currency purposes m liquidation of 
balance of trade instead of keeping the halatiro here 
ra arctics?—! unJerstoo.! you were speaking of 
the baUnoe of trade of fndia, of «h,cl, » Urge 

“olad^a'iw *\ia'”^ 

14.«r Tes, but that was on private nccountf— 
Ua whose account I hum* not, hut obviousl* ,% 1, 
payment of exports 

1. i* ®° pnrate Bteount can 

hard^ be helped even though one Way re-ret some 
«OEC«lion has been pot More tie 

orMirng^eiTrew 



J 1 Tor the purpose of ciirrvncf rescrrr^^ — T«« 
"ire '[Miking of tl o 6 sTornmcnt of India? 

14 i'D Mty [ explain m\ question one step 

rnrtf.r^' Tin (.oiorniiient f India »uuM (imit tbeir 
r> inittama-i to tint aliich o&s nrcesinn for tlie 
‘v.'rrelurt of ^latos roijnirenienli Ileaond that 
nliin riipooa K^re irante>l In anv Danki Hot touIiI 
tcmkr ipd) and l rupo<< Similarlr tie eiport of 
t;-)!! from India would lie free «bene\er the reTersc 
eoursQ was nerc^aar; There wonld he a free inflow 
and outflow of cold — Tlie inflow amt outflow of gold 
ii free Mow « >t not? 

14 <71 II n free hut the GoTornment <Io not 
ojaerate on tlmao lines at all Ttie GoTernment keep 
iliPir rcsorrea hero in *e«iirities — I lisro sani that 
t look forward to * time when the note issvee will he 
cradiiill} piiereil hr a larcer and iarerr proportion 
of gol I and if the I ndian 'Note issne, in tl^ way yoii 
I nro SDcqetled, can ho cradaalle corermi hy a lareer 
proportion of gold I thoold think that it was, 
cenerallT speaking, an adrantace hot I hare tried 
to distingnuk between the ti<e of (>oId for aorh a 
purpose u that and the cso of frotd merely as an 
import into India 

It 372 (Choirmna) Sir T*URhotamdi9 Thaknrdas 
leelearly mxiios that duliRetion, an! we oadentand 
that you arc Riakinc the distinction too. 

14 373 (Sir rurjhofamdoi Thokunfor ) Up to now, 
at any rafe t did make that dutmetien T«u said 
in your eTidenco to the Cliaiman that you helieeed 
that soM Dight eirenlatc in England when her inter 
national position had become to farourahle aa to 
raiae exchange and cause a Urge inflow of goU, tboa 
strengthenins the reserres te tucli a degree that the 
eireiiUtiOR of 8”^ <«'■> on endence of protperity, 
would ho practieahte I took iboe# words down from 
your reply to the Choiman Ms; I ask if in year 
opiniou India has at present a large fareurahio 
haUnea of trade, and whether her teserree at preocnl 
ran be miiMderei] to Iw atroogf— She baa had a 
faTOUrablo baUtica of trade t hcliere, but I am not 
familiar with her reserve position 

14 174 I wonder if Sir Cliarles Iddit baa any 
views on that’— K5<r CharUi ,4dfu) There la no 
doiilt alw’it her (asosrable iKiUnco of trade, and 1 
should hare thougbt (he credit position of India sras 
nnassaiUble 

If.S'S Do I usdentand that you also tbrnk that 
her reserves are at present in a strong pneitioDf^ 
S.Ve* iiJsiSorJ Mil hhw 


not adioratiiig (hat eanditiun I was looking 
forward to sninetliing that I rnuld not at present 
foresee I wns spinking tl ere niereli 1 ipHlicticolK 
Therelore f venture to Eiv that no KH-oiiiiin inUtiuii 
sIhmiII le deduecd from it 

Itlidl (Sir I uriAofonidns Th-ikiir,(,ii I I do not 
want to read into lour very full replv on -’^Ii Mwh 
a single Ihiag more than you memt If I niai sov 
so I base Culls understood tbe gist of it Wlukt 
von were dreaming ns von suid I think vo i also 
wild tt was something vou would 'ouk firivnrd to 
and rxjmt lo work np to? — Dell I do not knoiv 
I elioutd look forward to it may he but not 
as attainable in my bfetime If I said that 

I ahouf) work towards i(, that is in line with crhnt 
I hnie alre-idy said to you this morning thnt I 
hope to see a gradual more from tbe gold exchange 
alandxrti towards tho gold standard ts regnnfs 
vodr Iset question to mo — as to whetlier India 
should adopt this change At once but for one par 
ticnlar reason which you hare named I feel so 
deeply that the intrrevta of India and of every 
other conntrv are so bonud np togeOicr that I do 
not care to contemplate or euggest *bat one country 
should act iDdepeudently of tbs remainder, at any 
rote lo more than a limited extent 
14 3*1 Unt you agree that India (iiould not have 
any more bsodirnpi than any other country?— I 
agree 

14 A wiluou before the Coomueion baa iiid 
(bia ‘ It >s eertaialy a striking fact that tbe Indian 
eTrbvnge ts tbe only iwpcrtani exchange in ibe 
world which has appreciated in terms of gold ' Ts 
It correct, according to vonr knowledge that Indian 
exrhaage at Is M gold u the cpfi iDportani 
etehanee >o the worll which has appreciated in 
lertns of gold*— I can think of none other 
14 I’d I onderstood you to recommend ttsbili«i> 
lion at about Iho existing ratio of Is &l gnil*— 

I certainly rerammeBded stabilisation I have not 
anv rfefi'iile opiaion as to the point at which 
stabilwatioa should take place hut i{ersraUr speak 
ing I am ID favour of stahiluing where yon are 
ft w a pragmatic question 
14,314 May 1 ask why ladia should stshiliva in a 
manner whidi is quite exceptional for any other 
country that u at a higher rate lu gold that Iiefore 
the war? Is there any special reason wbv India 
should stahilite at that point ’_TherD iv no special 
reason from my point of view except Vliat i find 
Aer (Gere 
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tinn nt the existiTig fignte May I Tfad tQ you ymi* 
rcph which I liat-e m mind? It is in paragi^Ph 

^*!4‘J9l (Chainmni) Sir Cinrks Addis said, "I 
sliniiM unit it 1 were tlio Government o! Indift, but 
I il<> not foci very strongly ntont it I do not doubt 
tiiivt if they -niched to fix the rate at the present 
r4iotation they could do it very well I adinil ilmt 
if for instance, they fiaed tlio rale at Is Cil 
prohnUi no grent harm aflild ensue But I »lso 
tliinh that -nith prudence ami caution there nould 
ha no great liarm in waiting a little longer I do not 
put It higher thin that You might be right in 
doing It nayr, hut you would have a belter prospect 
of being right if you united some time longer" 

Vt 302 (Sir rurthatamdas ThaLurJo* ) So that ll 
it was to be done host I understand that yoo would 
TecommeTid it should he stabilised at Is M ? — think 
the imwnderstanding arises in the sentence, " I am 
quite confident that it they fiied the rate at the 
present price they would do very well ” Fitlier that 
was not correctly reported or at least it did not 
represent what I intended to lay 
14 393 1 am quite prepared to accept any uodifica 
tion — The modifiiation is this— that I was confident 
tint it thev did fir il at Is 61 they rOHh) do it, 
hut the whole trend of the argument trai that they 
should not do it 

14 391 Supposing the Commiuion esme to the 
conclusion that the time was ripe to stabilise what 
IS tha rate you would recommend then?— My recom 
mcndation » that the Government ebouhl eot 
stahilito now but wait until they are satisfied that 
eijuilihrium between external and loteroal prices in 
India has been established For myself I do not lay 
iRiich stress upon the arguinene bssed on the 
equiyalonee of wholesale index numliors They are 
geRcrnlty taksn from the commodities which ore 
interchanged between the two countries and there- 
fore obviously mubt be approtimstcly the aanae The 
real test is the exchange itself tf tbst wore eettleil 
fur anv considerable perml, at any rate (I do not 
(hiiilc the nctnal rate is of primary importance), then 
that I think, would ho the rate to take The reieen 
for waiting— which I tried to put before the Com 
mission on the last occasion— is that stability of 
prices in Europe is not yet assured Prices to this 
(ountry dunag the last year bare fallen betweeo 12 
and 13 per cent There have been mervewents in 
America even more marked Of many countries <>n 
the Continent of Forope it cannot yet be aaid llat 
there IS satisfactory proof of a stale of price 
equilibrium haying been reached I think Ihcie 
wniiW fc not perhaps a great, hut an appicriablo 
ri«k in fixing the Indian exchange until a greater 
clpgrco of stal ility has Seen read ed in Europe 

It SOI There la, in your opinion a risk of fixing 
tiHi high a rate and that imnediattlv after Ibni 
shoiiH goll prices decline, Indian pricer »on1] hare 
to gi Joan from the cxiitmg Icrel Tlial is the 
risk IS it oot?^ — That ir one of tlem If exel anjff 
It fixed loo high interns) prices might le too hnr, 
if fixed too low pnres might bo too high 

U TiC In Older that 1 may iindeistmiil exnctlv 
your porition, may 1 put it m this wav? If u 6t 

15 fixed and I'hould there be a forther decline in 
g< I i prieer Indian pricx^ would hair to rreeile and 
llint IS un Icsirnl le —1 am not aufficientti lyiiiversnnt 
with eondiliina in India to give an opinion of any 
xalno as to the present position of pricer there I 
am n t^siirc hnx far tliey are in ynxtapoxition to 

ll3n* Ir lour rniituiii direrteii ngaiasi further 
ilei reel ilion in priei.* in Inlia nr agaiiirt ■% further 
nM> of prices in lndia»~It ir agninsl neither I 
want to see the Indian exchango ertablisbeil nt » 
point tie niori fovniirnble to the interchange of 
eommnditie* at con paralivoly stable pneea witii 


• that 


pnrpo-e u 


iiinry impnrtanee 


It IS the prica ratio which is important Tbo nto 
of es^aogo which fairly equates tlio two prices, su 
an to ensure file greatest economic advatitngo to 
India, 18 the rnto to adopt But wl etlier that rale 
aliouhl be Is Gd or Is 8d or Is 4d I am not in a 
position to judge, I do not know enough about local 
condttiona 

14,398 In fixing your ratio would you also take 
into consuietation an mleiiuato return in rupees to 
the grower in ludia who grows tho articles which 
aie intetcbangcd? — I do not know how yon coni 1 
fis aurli a point 

14, 3M Would you gixe any consideration to that 

point? I would, but I confess that phrases like 

** adequate return ’’ md " a (air wage," and so on 
arc raUicr menninglets to me I do not bnoii just 
wjiat meaning to attach to “ adequate Tcturn ” 

14 400 What woiill you recommend the Govern 
nient of India to do in the meantime® Supposing 
the Cominissioii were disiuiscd to follow yonr rcconi- 
mendation, and wait VFliot should Ibis Commission 
recoiimiend tlie Government to do in the meantime, 
hearing In niind that on the Klntute Book there is 
nn inslTcetive ratio of 5s ? — I should rerommend tbo 
CunimiMion to advise tho Goiernniont to hold tlieir 
hand until inatteie haie become more settled in 
Europe befoi's coaiiiig to a decision on tho point, in 
ordor to allow tho free play of eachaoge lo detcmiino 
the point of equilibrium between internal and 
external prices 

14,401 (Sir rurt^otaindizi TAaliin/i/f ) And in tho 
meaulinie, to manege the exchange as tloy haie 
managed it during tho last three years? 

14,4034 (CAai’man) Perhaps I ouglil to remind 
gir Charles Addis cf similar questions which were 
asked liiiR on the previous occasion Tlio evidence 
nax as follows " Uhat m the meanwhile, should bo 
the policy aud the action of the Indian carrcaca 
niilliority aa regards the exchange?— (A } I think (lie 
policy should bo as far ns possible to mitigate the 
seasonal fluctuations of exchange, but as regards the 
marc permanent movements, eo far m these eaa be 
ascertaiaod, exchange should be allowed to take its 
course (Q ) If one is to eliminate fluctuations that 
postulates that one has accepted soino mean, does it 
not?— (A ) U implies the Adoption of tome moan 
which, ebilc It remains steady so far os Bcnoonal 
causes are ot work, w mdetern mote as regards 
perninocnl or quasi pemanent economic effects, that 
u to say, tho menn should bo altered from time tn 
time it It u found that trade la permnnciitty tendin,; 
•n that direction (Q ) Do you soc any <lis 
ailvantag® to tho prosperity of Indian trade in tl ore 
hcidg uncertainty as to what tie mean was to Iw 
from year to year* — (V ) Certainty is nlnays to Ic 
preferred to unCertaintv I only suggest that tho 
rertaintv may be puicbnsed nt too high a price ’ 
11,4(M (SiC I'ursAofawifaa TAaiurfoi) But m 
reply to Sir Alexander Afurray, Bir Cliarlea smd 
•I at the 2a rote now on the Slntuta Book does no 
I arm becaiito there is n free mfliw of gold— of 
course, on private account — and Tnlians arc able to 
huv geld in tho market I wondop if Sir CTinrlca 
,Vddis srould mind my aiking him whether tl o 2 k 
ratio does not prevent importeri of g Id who wi'be 1 
to realieo it from tendering it to tie Governincnt 
thus cnnipelling gold to lie in fact merely n com 
molity and whether that is not n serious baiidicnii'’ 
— .niat 18 of course, tha fact B hetber it la n 
aeriaas handicap or not 1 do not know I slnidl 
have th night not 1 sliould have thought llial ko 
king as gold wn« free to come in nnd go out na 
a eoramodity the mere fact that it an* leing dealt 
nilh on tho market instead of liv tlie Governneiit 
okould not mske much diSerence 


tion and aiipjiosing when they have got that'gold 
to Bmnbav ttwv find tlio demand for go) 1 for Iho 
timo being aliclc Diot gold which should, on the 
parity of l« Cd , )« worth 21 rupees 6 annaa, or 


MINUTES OF EVIDENCE 


227 


19 Iprtl 1996] Tile Right Hon Montigd Nobiian PC D S O , and 

Sir ClTiaLsa Anon K O BI G 


[ContniKcd 


Viliatever it is is at 21 rupees 4 annas 6 pies 
lecausp Oicre haie been a Muple nS aceidents oq 
tie rniliniy affecting the import of gold into Up 
cOHnti> districts What is the petition ol that hank® 
It lias cither got to make a loss on that imported 
gold or it has got to borrow on that gold at Ear k 
rate I am not suggesting something which la 
imaginary, I hare in mind one or two lostanres 
where people who held large quantitiw of gold had 
to borrow on it at Bank rate when the Dank rate 
was 7 or 8 per cent , because tlie demaod Ibt gold 
in the Bombay market for a few weeks happened 
to bo very slack Is not that a very eerions handi 
cap, and would not you, ae a hankei of espcnence 
recommend that state of things should be put an 
end to as early as poesilte'® — As long as gold ennnot 
bo taken freely to tlie dovernment and eidd at a 
fixed price, obviously that ta a disadvantage to the 
importer of gold, hut Iho particular dilBcnUiee from 
which be inffera are Hot peculiar to gold as a torn 
modity, and I doubt if it could be considered a 
serious handicap from the national point of view 
14,4f)G Do you think it is a thing which would be 
tolerated in any country?— That the Governiocnl 
should not buv gold at a fixed price? 

Iii07 That the Government shoald bare a rale 
on the Statute Book which prevent* genuioc im 
pmters of gold from tendering it to the Qoverumenl 
foi currency purposes — the only function of gold en 
which everybody ha* absolutely unanimous views®— 
But they can teuder it to the Government now 
14 408 Can they? AVould sou tendei it at 

Ifl rnpees to tho sovereign, Sir Cliaile*?— Thai m 
another question The first question was, can fhey, 
and tho answer to that is, yes. 

14,409 I eiippoae the anew or would be the same 
if tho statutory rate made the sovereign worth 
5 rupees Jt is not the possibility it is the prACtwa 
hility of It which matters, ts it not*— The 
prarticahility niaUefs from the impoitere pome of 
view, hut the rate, having been fixed «t 2 h I do 
not see what tlie alteraativo is 
14,110 Tlie only remedy is to do aamelhing which 
will uot drive gold into the position of being a 
conimodilyP— To do that is to fls the geld cinlent 
of the rupee and that is the aery point on which 
T have given evidence to tho effect that I think 
It la better to wait The particular hardship (I 
do not think it u a very senous one] must confjoiio 
until the Statute is altered 
14 411 If you say you do not think it i» a very 
serious hardship, I have nothing tnorv lo way 1 
am only asking whether it Would be lo’eratcd in anv 
other country Do you know of anv cthvi eonntri 
in which gold has been dealt with in the manner 
in which it has been dealt with in India in the last 
two or tlree years?— No I do not but tiiere are 
no other countries of which it can be said that tl e 
eonditione arc the san e as in India 

14 413 Tfhat are the exceptional circumsiaocee in 
India whicli justify such a stale of affairs which is 
not in vogue in any other country? — ^There is ono 
ohrions difference, namely that the silrer rnpeo in 
India enjois full legal tender That is an iiapwtSDt 
difference 

14,413 But surely thit has no bearing oa the pre- 
sent question There are 90 crores of rupees in tbe 
(lorerKmenl Cunencj Offices It is more a dead 
weight than inything else 5—1 do not agree In fix 
mg exchange the fact of a full legal tender ailwr 
com circulating nfong with a full legal tender fold 
coin does create an additional difficulty 

14 414 ISould that difficulty invofve keeping » 
dead ratio on the Statute Book for many years motw* 
— t hope not 

14 416 That diffienltv will always be <her *? — Tt 
tho Bilrcr rupee remains full legal tender 
14 416 \es It I remember eorrecllv, von yonneff 
reraimmen led that the legal tender qonlilv of tho 
rupee should not be mlertered wilhp — Tea 


a 14 417 Therefore that difficulty according to jour 
neiv will aJivays be there Would it involve our 
I avutg an ineffective ratio on the Statute Book for 

ei er 5 — No 

14 418 At what point would you recoanteud t 
change?— I have explained more than once, but I am 
quite ready to do so again The point at which I 
sboaM fir tbe erebango would be that ot which 
sufficient experience shows that prices in India are 
proterly equated with prices out ot India 
14 419 WJ at I meant was, at what point from 
the legal tender of ths silver rupee point of view 
would you make the change?— 4t the point at which 
yon determined the value of the silver rupee in terms 
of gold With regard to your other question, I gave 
the legal tender of the silver rupee as an instance 
of tho difference evistjng between tbe Indian currency 
eyatem and the currency systems of other countries, 
which makes it difficult to put them on exsctly the 
same level for comparison 
14 420 So you think the leaving of the dead ratio 
on the Statnfo Book during the last two or three 
years may hare some connection with the silver rupee 
being unlimited legal tender in India, and may he 
justified on that score?— No 
14,431 Then it has no bearing on what wo aws 
discussing has itf— I do not follow 
14 422 The oolimited legal tender quality of tho 
rupee haa no bearing on the question of a dead ratio 
being left on the Statute Book ot preaent P— The qncs 
lion of the full legs] tender rupee has no relation lo 
the rate of 2s ? 

14,423 ContiDsing the 2s en the Statute Dook?— 
Do you meea ihst if tie repee wwre not fall fegal 
tender that would be o reason for al^ring the ratio f 
14 424 No 1 say the rupee lieing full legal tender 
hat nothing te do with the Ss rate being retained 
on thw Statute Book until now?— I fin not t) ink 1 
coiill accept that It is t little difficult V'd would 
take a long time to explaio but I sre on Addition 
to Tour diffienltv in fixing the avchange owing to 
the fact that you have a full legal tender silver cnN 
reno It raise* tlic qeestion of tho supply price of 
the silver in the rupee and of the interaction of gold 
an t silver prices Cansideratioj)* like theMi directly 
affect tho question of exchange etsbiliastion 

14 425 Do vou think it is poeaihle that in the 
derution of the Finance Member to knp tins rntio 
on for the last two years the question of the full 
legal tender quality o! the rupee played an inipnrtanl 
part?— I think the price nf silver plnveil some pari 
in pulling tho rate on the Gtatiit* Book I am 
not implving that it is a good thing to bare placed 
it there, but it is l>etter to leave it there Until yon 
have considered what vou nrc going to alter it to 
14 420 1 am onlv trying to see whether hy leaving 
it tiiere vou are not making things more difficult 
end more harmful for India than by taking a decision 
regarding tho stabilisation point now?— That m a 
fair aigumeat nnd if I incline to tho other side it 
IS only because I tliink that there lies the balance 
of adrantace It is my jiersonal opinion I do not 
preae it I think if you did adopt Is Cd yon could 
do it perfectly well I go farther and say that f ila 
not think any great harm wonl! result but I still 
believe it arould be better to wait a little longer 
14,437 Tou are not prepared to sav which wav 
tho nsk lies — whether Is Cd would prove ton high 
or too lowl — No That wonl 1 mean that I had a 
reasoned opinion upon the course of future prices 
in Fu/wpe which I baro not 

14 4*8 bou consider the advantage! of non atahil 
matwHi of Iho ratio and tho disadrAntagcs of having 
a dead ratio on tl e =llotulo B.aok ot present which 
piev e uta gold from being ten lered to G ivcrnment arc 
both eqnallv balincwl?— TJie disadranlag/’S nf haring 
Ss on Ihefttatiite Sink* 

14 42^ TThich prer^nts gold from being tendcre I In 
GovemmCfit und the adianlages of the non 
slaliliaatwi of tbe ratio In your opinion tl.w are 
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"H Hon Sto'ciMSt Somxi’' rc.DXl.tnJ 

gir OtAFtro \i»M» KO.M(i 


U \U «<i«aU\ taUnc«-J'— I itiinL lit baUncr oil tli» 

• lolf l* Ol Ihe AI to of d lay 
H4J0 Tlw Ollier tlnrg doo* Rot ttriVe yott m 
lioing a p^uliar handicap W ihc eurrt'icy ol 

Ini a fl >11 It KRt 1 "1 «l ll- 

O] (Mjrlunily— cuiliDK out goU Iron being » lire 
Ihiog in expansioti of jour currencj That dor* iiot 
»lriVe jou u btiRR fcO oaceplionaV hajid»c»p to » 
correncj ajsUiq*— S o I *hoakl eol har« tloo^ht 
that t ahoald hate tbooghl that the trowing 
opinion certainlj in i.uro]e it rather the other way 
lenilc are Icginoing to think now— eren in thu 
«'« inlrj — t! at ll e in i" nance of p ' 1 a« ciirre x-t I aa 
It-cn orer-eetitcatcd and that altin the whole wo 
can get along very well without it That opinion 
i< al-Ki preralcni on the Cbatinest 

ll t31 That op nion ttax prerail atoone ounttiea 
whrh cannot aSord to hare coU* — I think it pnea 
further than that There ii a bud* of iciecitihe 
economic opinion whKh hdds that Creri it a country 
(an aSord to hare go'd it would b« briicr to n*e 
It lor other purpa*ei than eorrency 

11 432 No country haring more coll than it 
rtijuires or nhwh ii fairly comfertaUj oS in that 
direction haa parted with iti gold on that theoo I 
— Ipon that tieorj the goU would be centralued 
and oied as a bans for credit hot rot as cnrrency 
14 433 There has been no Doreoeat in that 
entraliiatioB ret hat there!— Tei there has It u 
only a beginning aoaetfaicg Ktuilly hai been done 
1 cannet go into details 1 ttnit leave it at that 
U 431 On March irKh yen *a<d this I tuppoM 
the argument is that the price of la term el 
rupen would be inereaaed and that aioee the natire 
tbinka in rupees abonld rednee the effectire demand 
Tl ere u that tendeoc* bnt there ere ether lector* 
It work which engseit that it would be nnwtae t« 
attach undue weight to tbva consideration, ucleea 
the ratio fixed were snbitaBUally tower than at 
nretont *^at are tboee other factor* wlicb you 
had IB mind*— What t had la mind were the social 
babits ol the ludjaa people— the degree ol import 
ance which they attach to the precwui raetaii a» 
cDRipared with other thing*. 

14 433 This t» tn ceipect ol jptd ii it not*— 
Te*. 

14 43r What you had >n mind was that the eocial 
habits of tbe Indian people would hare tbe effect 

of * — Of increiuiiii, or dimnshn*. tic ilcmsnl 

(oT gold. 

14 43 According to fhe prKW**-The price would 
be one factor bnt tbe aociel babits might be another 


rtbe edeet of the ru- in pji«, or omiifsely if tlei 
eetimati n eerr l-w «.^r#»ato U>o rd <1 l» r«duc og 
the demamj 

11411 This IS one if tie oil r fact r»*— That u 
■ ne of tho uti-er I *< turn 

11 4f2 I wiiiid led »l elbet llierc wriir no* m re — 
iDOlhtr laitir M a ri»r or fall in the prin •{ utlicr 
rotamoil lies TV< choice tnai bo huerins Ulenrn 
ije pnril tvf of p I and *,itro n svieuiry loO hair 
to Lalsnce the re atire demand /or one or other 
14 413. II the demand U lorering between gcU 
and eooie article of nec*^ ty, | shonhl hare tbenght 
the lower y n Bale the prtc* of tJl ll>« farttcr 
you IaoL the man from the inluieturnt cl b ring 
his n«e-«arirs»— ll ll euiponn^ lb* price of tl o 
ne<e<sary is moving wjually rapidly m an ll.Tr 
dtirciiou 

11 4M l«wer down atillf— Te* 

It 412 Then the gues loR M whether it ouU go 
tower than the pri-w of pill Tbcrw »* • hB"it to 
which r>eceu tic* can go A grower cannot go oo 
growing at any price T oU can make gold araif 
abto at any price, hot tl** growor eanaot olwaj* 
grow at any price! — 1 rerer lofpeittsl that tbe 
I new of pifJ ni^lt 1*11 to infinity 

14 111 liut (uipcM at It Ul 01 far at the grower 
It conccrord the return for bu enf* is very Bear 
tl« jwuntf— ft depend* on liow far the eroj • are 
gMera**! by werlJ (ricca The market pricw is 
cfeterraioed hr other eonsidersiioft* than the co«t 
of I rodactien to tbe grower 
14 It* It migbl I* *0 dr ermined for this first 
year, bat n would net he cUtertueed very long 
apart from the roet el growing wonU itl— The 
price would finally dej^rnd upon tbe ccut since there 
I* a point et wbirb j rodact s would reaie but 
list might tiks a k sg time 
14 41^ 1 ouW wauted to grt at the other lactoisp 
wLi ll y«u had in new*—! runfd menfon oUieri 
hut (ocitJ hatiti IS tbo iirportant one 

14 443 (Cfsirmio.) Ton said la reply to a ijoea* 
tl n that in voor r cw th* curTrnrr reerree* in 
Irdia were amp'e Me mnrf read into that I 
suppose tial Iter sre ample m relation to tic 
prevent liab Utiee and the present ebligatiOBI of 
the curreecr anthontrl—Tr* 

14 tj} Me hare still to obtain juar aunstauco on 
tbe qeettivn of tbe Cvniral Bank and we si all U 
gl* I to hare atrpl* time in order to explore that ira- 
l•o^tant iopi Will you ba obi to conna ajaio.? — V-e 
ehafi bo pteasod to come whenerrr you doire a* to 


and a reiy significant one 
14 43A MhaUrer the price the people wedil tak 
the same quaotilr of froU? — No Too Di.*t Wlance 
the two things There is tbe demand wbKb ■ri<«s 
from the social bab U ol tbe people That mar bo 
checked br a nse in price or tbe demand may be so 
inelastic as to counteract tl e effect ol tbe rue 

14 433 But the question referred to ttiis I tbiuk— . 
that at Is 4d pild would be worth in rupees about 
”4 rupee.! and odd anna* and at Is 6d it would be 
worth rupees txld annas Tbe d fference betweeu 
the two would be about 3 rupee* per tola WonU not 
the lull an* bur more «o!d for their aocisi pBryMSses 
namelr ornaments for tbe r women folk and so on 

at Is f«l — ihe eq iiralent of ni rupees o>ld anna* 

tlan at Is 4d the equiratent of ’4 rupee* odd 
anms Obviouvlr I st uuld bare tboit It tbe reply 
wo H be that thev would bur the more the cbeaper 
roa made t in rupee,’— U not that mr replr* 

14 440 No Too sa d There are other factors 
It would be unwise to 


I refer for a moment to yojr dream in which roa 
looked forwirii to the rmtoration of gold eifmUinn 
in ibn counU-r M e hare receiresi a good deaf of 
endesirw to the effect tl at gold circnUtion u not 
* desirable thing and that the pment eurrencr 
•^em in tl is eonntrr i* theoret eaUr preferable 
Sir Cbarle* kddis referrrd to it just now <Soine of 
tie adrimates of the introdnction of a gold eircola- 
tiOQ IQ iQQ a hare *aid that thee onlr regarde*i it 
a* a temporarr j base — that Uier regarded a note 
nreolat on a* the ideal circulation and that they nro- 
IMised to introduce cold currency in India with a 
new ermtuallr to withdrawing it and rorerting to a 
note Circulation Can ron toll tb why too re«nl a 
CnIJ eirroUtion a* a desirable thing m itself*— nir 
Vowf 9H Nomou \ I da smt think I do 
14 JS I tl^ou"M yon did*-No I do not think 
*1“*^ « in en I was a ked ns to the possibilities 
" * '-rrentr ,0 this eouotrr I said that Iwrond 
conditions might make for lU retnrn 
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11,453 Tlien youi drenui will ne\er be falfiUedf — 
1 idiinot sny I do not attempt to prophet os to 
«liat niQ happen aftir our lifetime If I had iny 
pirson-il ilioite I should alnajs prefer to carry the 
lui lenitnt note rather than actual coin, and I think 
it lite iKHinoniic advantages ns nell 

14 454 I thougbt from your prei lous replies tliat 
jon toDSidered gold currency a desirable thing? — 
No 1 do not think I said that ^ou can see icbat I 
did sav llave I answered you now? 

14,45o \es, I think yon have made it quite clear 
III connection with the system of remittanrea front 
India you said you preferred the present system of 
purihase of sterling as ngaiii;t the older ajsUm of 
tenders, and sou mentioned, I think, that secreey 
was a desirable thing conducting exchange opera 
tions We hale received complaints in India from 
luSuential bodies against that system on the eery 
ground of the secrccj' irliieh is nltached to )1 It was 
represented to us that Government in tnaking re 
uuttanies u not in the same jmsitioa as a prarate 
remitter, in that it has not to consider merely getting 
the best terms, but has also to consider the effect 
of Its operations on the exchange of the country, and 
that the Indian Government la m a peculiar position 
in that Us remittances haie practically a dominaliog 
effoit on exchange For that reason the o|idiod has 
liwn expressed that Government enght to cootinue 
to conduct Its remUtanees m a mure pullic 
way I would like to kno* jour anaeer 
to those reprosentatwnaf — Tor otaself I dis- 
ngree ciUirefT sntA (A« representations joo 
Tn< iitinii hut 1 thuk tho ixmitting anthnnlv 
thoiil t haie the right to choose the method of acquit 
ins sterling or rupees, as the case mav be Tho ny 
mittinff aullortfj— at proeenl I do not ray »bo it 
ahonld ho— ahould have the right of dctenoioing, for 
mvwjf I prefer the niefhed winch hat been employed 
during tho last veat or two and as the regular 
a ethod T atrongtr recommend it 

14 459 Tou do not attach any importaDce to the 
fact tliat Covernment dominates the exchange t— No 
I <1i> not I attach importance to it perhspa but 
it docs not alter ny opinion 

14,457 There is one other qaestion which I want 
to aak Sir Charles \ddis in connection with what 
Sir fiirshotaRidas Thakurdas asked lost now Sir 
I’liriL itstndas Thsknrdas dreu atlenfion to tbe foci 
(hat it present gM » only imported into Todia as 
n commoditv, and that it is not practicnblo to present 
it to the Government currency oBioes for exchange 
into rurroncy You, Sir Charles isid that von could 
not DSine any other countrv in which similir con 
ditmns prciail Poes not thst condition prevail in 
cicri coiintrv tii nliioli the current rate of exihongo 
has dcprccntiil and has fallen below the legal rate* — 
{^ir rh'irlri Idlis) Your q lestion is whether there 
an countries which refuse Co accept gold at Ibo mint 

li Ii9 No countries in which gold is so mnrh 
more valuable ns a commodity than it is at its legal 

14 459 If you took gold to Trance or Belginm, 
would not voii dispose of it as a comnio<lity and not 
take It to the Corernment offices or banks?— ^it* so 

14 409 Then the wndilions in that respect tro 
just tbe ssmo as in India 1— I would not like to ear 
tliei are quite Uic siime bevni«c r«nl «lo hare the 
diinriiltv of the 2.-, tau in Imlia 

14 461 Tbe current rate of exchange m India is 
hiiiw the legal rate? — The difference is that an 
artificial rale his been fixed hr the Government la 
India In other countries it u paper currency that 
hni run away from the gold coin It i» not an 
important diitmclion but it is a distinction yon 
must allow for what it is worth in famur of Sir 
rnrshotnnKlss Thakurdas 

14 4fS2 But legsllv the position is the aame? — 
Bracticslly tho thing is the aame Technically it u 
different because no differenrw wit nude in the gnid 
content of the 'Na)>oleon Tbe ssme cannot be md 
of the rupee , and that does make a diSerenoe 


14 463 But practically the conditions are the same > 
— Proctwolly the conditions are tbe same 
14 464 (Sir flenrp Strakosch ) It has been sug 
eestod by one of the witnesses that tho withdrawal 
of 103 millions sterling estimated to be the amount 
needed from the world s gold reserves to introduce a 
0>W currency ' need iis\e no effect on the sit|i|)l\ 
of credit and on prices 4n\ effect would be the 
result of an avoidable policy ' I am quoting tho 
mtnessB own words The auggestion behind that, 
of course, la that in thw country, for instance, a 
substantial reduction of our gold reserve need have 
no effect upon the tnpply of credit and tbo price 
of credit if the Bank of England so wislied IVould 
vou agree with that f — N<* 

14 463 You would rather say that a heivy with 
drswil of gold from the reserves of the Bank of 
England would have a natural repercnssion upon tbs 
market for credit? — Essentiallv 
14 466 Quite independent of wbat tbe Bank of 
Eo^and wishea or doe« not wish?— I do not know 
about “ quite independent ” 

14 467 Largely independent? — It is parflv a ques 
tion of the effect on mentality 
14 46S Tbat IS it You would agree that if there 
were largo withdrawals the commereiai and financial 
coiDOnnitr would without any suggestion from any 
oilier quarter, draw (heir eonclunon and contract 
credit?— Dndoubtodly 

I4 4C9 Under ^e currency legidation in forec in 
this counffy at the present moment, the Bank of 
Tnpland aiole and tbe cvrrencr tiofe are eoniertiblo 
no longer into sovereigns but into gold bullion?— 

14 470 Poes the Bank of Enghnd in praetiee cash 
notes in sovereigns?— It does net in praetico I do 
lot mean to any thit occflsionally an inifinJu-ii ii 
not obliged Vo do sometimes oblige an ludindual 
hilt as a general practico the Dink docs not pav its 


14 471 One sees in somo of (ha pubhcAtmaj (hat 
sovereigns bare left tho Bank of Togland for soma 
destination abroid?— I beg jasr pardon I mia- 
nnderslood you 

14 47? Then flie Beak does euppiv sorepcigne?— 
kes 

It 473 Tbat is to any tbe Bank wniild as a rule 
not supply sovereigns if they are needed for internal 
pnrpoies but would siipplr them if they were 
nvcJed for externil J ur| w. i?— Spoiking from 
menorr op to the prceint tin .» tin? Bank has always 
supplied aorercigns iQ exchange for bin for export 
lo those piicci 10 which sortrcigns are customarilv 
•ned Poes that answer your qui stinii? 

14 474- Yes It does not as a initler of prartiro 

I say that if vou come an I ask for a f « wrcreignv 

}o« may obtain (hem 

14 475 SoppniB I wanted a fiundro't thiovand 
soiereigM* — Too would haro to silistj me 

13,476 VooM you rcginl the curremr srstcin in 
fono in this count rv at the present moment a* off 
tire la etshllinf 


pre-wi 


EoM 


ejn'ci 
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internal 
— I think 


enrrenrv v 
T ahookl 

11477 In vour wide experience to what extent 
isil safe lo rely upon gold in circulation hcing avail 
Ohio for external paymenti in case of cxclian^ 
weakoews’— I think that mainly depends on thi. 
mentahty of the public a* to which vou isn form 
no opinion in advanw— if I hire nnlcr«o«yl your 
queetioa anght It you convince tbi iiiMn: that i 
national emergency hni ariien— si occurreil 
veara ago — they wil! compete with one another t* 
aorremler to the Bank wbat they hare bwn tol I can 
ho emplovfd to t1 o adra 
that i» a question 

14 4"a po that 11 
upon goU in nrcul 
the external value 


ncntality 
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»«-tw«*en tJ-e ficui^s thit you htte Wn goal ftioog)! 
to read and the rrofx^al rttoh u belore me 1 M 
figures whuVi yoa hate been wadins! tevfwol C">] 
imnoUed oa i nrale afeoant as and »ben »t suited 
tbl indiTidusU to lurclia** that eold If »t suited 
them, tber UiOght if in a Wftk, in a cioBtb « »n » 
jear U rt did not laii vbtia, they Ht it alofl* 
Tlve rrot^l V'efore us the only propo-aj wilb «birh 
1 am faiDiIiaf, m that eou thould recomoend an 
nnlerlaking W aiijuire a eertaia amount te'l 
donng an uaVtinun period, aad should ^ ‘ 

time, diepote of » eertain 
n.lhero to what ! 


lei 


t «f a diFen 


14 513 Non thinV the pTepeMl 
ehararfer®— Of a different kind 

14 516 I »iH read »on aa eitraet from a mecno- 
randnm* sulrmitted by Sir Jaineo IVil^. »Vt. bad a 
lorK Itsdiao eipenenw atd mas Tiaanco Miiu*Ui 
for the GoTerament of the Punjab — SabDitted 

» hat* 


1 1 51« Tes in thi* eonoeetiaa —Vert well 
U 51* <*!'» If larrfcji Aidubkov 1 It «aa aa adJeeei 
whieh he de'itered in February 1'’23 It »aa a 
Mier ahieh h* rreecnted before a public Unle, I 
think— 31ay 1 ask iraa thu addrets in relation to 
tlie proposal athufh haa been pul before me aa a 

It SdO tCAnirmun ) No, it caBSCt hare been that 
14 121 (sir Jfooetliji lijiftlbo* 1 Kot esactle 
14 322 <CJI'>ir"‘‘" ) l'»*l better look at Sir 

Mani>ckji s quotat oa aed see abat it is TTiU yon 
reail the passage* 

14S23 <Sie lfca<el.|i 2>idj6b«y 1 \es I want to 
ptai'e oertaiu Usorei before the Goeernor and fee 
ahetfisr they srill enable bin to qualify his opinion 

14 524 (i bniman ) Thia ta a letter from Sir Janue 
Wilson, KCSJ to this Commission, in vbieb be 
aubcuta " For the luformation of tbe tloeal Oon* 
Tiiia.ion eopice of (11 a Paper on ' Indian Curreney 
and Exchaago' *bich I retd in February, 1923. to 
thi hcoaomic Society of Edinburgb, and (2) as arii> 
lie on * Indian Curresey Policy * «bieb 1 am seadirg 
w the isiat 0 Rerie» ” 

14 ^ (Sif lfanr<|:;i Z>j<bi5Aoy} Tbe headioc u 
India a Stock of Cold and Silier.” and Sir JamM 
Sara “ From time tmuMBiorial India haa been a 
great at^rber of the precious metals From INt> 
to 1919 India imjiorted net £316 miUiona worth of 
gold of which more then half vm imported oinoe 
1600” That most bo a taistaie, it must be •• 19Cn 

Theu I vunhl draw sttenlion to this passage ”I 
TeckoD that at preeent the quantity ot coU in the 
pow^ssion of mankind is about 1,0*10 miUiou ouocea 
— enough to make 4,Sa0 milliOD eorereigns — end that 
ol this guantitT India po&iesses about IW inillran 
ounces— about one tenth of the world a total stork ” 

-Of goW» 

14 596 yes And, as le^ than sis million onuem 

15 in the Goreronient Treasury nearly the wbede of 
this large quantitr le held hr the people » the form 
ot omameDts or hoarded com or bullion Ihinsg the 
fire reare before the war ^e was absoibing on the 
arerage fire miliioa onnees per aanain— nearlr a 
quarter of the world > new production Then later 
on he sars ‘ Tbe total quantitv of gold held m India 
iDcIudio nearly 100 miUion gold eovemgns, which 
before the war were legal tender at (he rate of IS 
rnpeos per sovereign end were cepimng into citcnla. 
fion especiallT in the Punjab But now that ther 
bale be^ made legs] tender for only 10 ropeew in 
accordance with the Secretary of StatVs policy, the 
sorercigu i» Do longer in circnlatioo in Imlia because 
no one will tender it for 10 rupees when be can 

for It in the baiaar over A5 miieea. For the time 
being, therefore gold, even in the form of oovereigna 

15 out of the reckoning as regards cireulatioa *• 'With 
this information as to the beards of eotd in India. 

• Appendix rs ^ ^ 


With Ifnukifto soicriigns jn tie countrr probaMt 
boarded wkwh wouM come otit if a twli e trrencT 
wer* irlfwloce'd, do you still mi rtain llw »<rw 
which eoo have taken about th« di'i’ciiliv of Irtri- 
dntinj; koM currrpcv id Imiia'*— O- iho prci-oal put 

i7a.?^kr*-i di 

11,52^ Then saunice that tho 0’0tai*si<*o 
derides to pi to for Sotre soft of Cold currency in 
India, what woo'd be yonr tecMomemlation, whether 
we slon'J hste sorrreigna er whether »e ihoakl bar* 
A iliMiect Indun s 'd *• m «•* E''l molurv'— I b. 
(lot krow scfficienl to nake a recommc-dstlon co 
that point I an afraid I hare iKt itudied it 

11521 WjH you hare aor ehjrction to the eetah- 
luhment ef a psIJ Mint id India for the purpewe of 
coinins s«rerr gns in c«« the Ooes-timon dteidea 
to n^ommesd a gold carreBcr*— Does ivit tt exist 
slteadf f 

It M3 If the eeiBSge i> not c>>11 tho sorcrriEPs 
are tin* coined kou wouVJ permit toianceof C'Jl*— 
I (III not thiek 1 ran answer that (jueition. It does 
f>i>t necern me 

11,53) It d>w( not cencere j-ou as Oorercur of the 
Bank ot I eglaod*— No 

I4A32 4a OorefBof of tje Rank of Ersl*»d hare 
Tou anv objrctioB to lafia's eetaMubins a Jfiot and 
eoimni: coM aortreicBs*— 1 hare not eons dertd the 
qucalmn Tbo establishment of a Shot fer that pur- 
pn«edues ost ronerm me dirrcilr at alL 
II SS3 )>ut speakiBE your experience, ran you 
tell ua whethtr you have tnv id ahwU 

hare to eensiier it 1 eeuld ent giro rou sn ansxr 
richt off 

it 531 Tos are not in a pOMt ion lo aar*— No 
It Th« Pominioiw are aDowod to cotn 
sorereigin, are not iher*— ^>iT>e of the nominjorw 
evin soeereigfls 1 heliere— th* I niea Corcrtiment 
Mad kuslTvlia, I \h)Uk, doev 
14,536 Ho yoo differentiate tlie case nf tustralia 
from Irdia in any wa.et— I d> not thick I ahoo'd, 
l«\ I was not cencerBM) wt'li th' \o»tfaliati 
arraoseAent 

11,53* Too would not differentiale*— N‘o 
14 53* 1 waBt to aik sou one or two qaedieiu 
abnnt atahilisatMin Frem what sou has* stated thn 
noroiDz to Sir ranhotamlu Thaknidai, as well as 
from Toor prerjoQs alateroent, I Rather that sour 
opsuwn la that we abonW svabinse as earir u possible 
But pir Charlci Ad lii thinlo «e ahiMitJ not atabiliw- 
it Thtee were your wonfc kou do not think «re 
sheuVl do itat present* — Di) von mt mv wonb* 

14 533 No Sir CTiarles Addi * words Yon did 
not take a mew ranch different, bul si you hate 
Ciren odrice to all rte other cuontne* to stabilue as 
early an poouhle, m cuufortnitv srith that adrice wi 
wouU Ilka India to etahili^ too*— I am entirely 
ID favonr of stabilisation, 

HWt I CNtber fiewa sous, as welt 'is tmviD fist 
Cbsric* tilJis’ cridence that this is the p«rcho- 
legical moment for stihuisition*— I am of that 


14 541 In ToQr • 
14 312 In voiir 


Vtdi 


—In my opinio' 

it IS* Alxl IQ 
It ('f.r 




14 3t3 In ease <Sir niarlei 
nrs'eiicd )v the Conimireion— I i 
» S«H To« think that tbe Comm 
•oeml the option of a proriSrtiin 
of 12 mostha danng wliu h time 
t»e adjMstest ts eittmal prices as itat^ br Sir 
Oiarlei*— tt/r Jfoafnju Aorm.ia > \re veu addrcss- 




r «?iT Charls- 
)tM4 <<:ir dfinrrtji 
•sir Charles. 

UA4> fmoirmun ) 
CharlM of his answer i 
graph 13 ns ‘ I( on 
that postalates that < 


nddresiiiig 


a not it*— It 1 


IVldlbllos) I B 

[fe ODght to remind “si: 
n that point It n >u para 
15 to etimiRate floctuatKins 
le has accepted some mean 
I the adoption of some tneai 
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14 574 Tfie outlet on<! inlet for legal tenderP— It 
IS not 

11575 \i. tlie WJir 'vt (.imU«K!ivt balanoifc?— 
Not cntirily, I Oclime Out insiily 

11.576 Lritirely 1 tlnnli?— Is tliat 80? 1 tlion^t 

tliere were a greit nianj holding* in Tronsarm in 
ovi ositioD, 80 to Hjieak 

11.577 I llimk guljstautnllv it is?— SuWBniiattj 
14,57'* \s I older of reserves of other banks, it is 

not? — No 

14 5”5 A* nteiit for the Gorernmont's finmcial 

opeiatsonal — In ^ art. only 

It 580 As to juMt «iith function, which is to set 
(iH curreticv aulhuritv in the sxpaniwn and contras 
fioii of currency iiul tlio maintenance of stabilitT 
It IS not at alt as I understand it Thai is so, K not 
it?— 1 belieie so 


14 6S1 Ab jirovider of tnieTRency credit throviRh 
the iivcaiis of te-disEOuntijiE how would you *ay that 
ttio SiiiKtio'i of the Imperial Rank stood is regards 
t! It? — i M« not qunlihed to tcU son ptecisclj but 
1 beliBie it docs render consideriblo assistance, bnt 
tint such nssistanco M it is able to render n ten 
mil' !i overd adoied bj the o^wrations of ti>o Covern 
nient thus there is divided control with no assnr 
ftnes of •anitj of poliry 

It So that in order to make the Imperial 
Itai k fuiictu n as a true central bank, if that 
course nerc to bo adopted it would be necessary to 
transfer to it the note issue to niako it ||ie sole inlet 
snl oitlet for legs? tcrxler, to pronda for it boldio), 
tlie reserves of ether hanks to mske it eole sgent lor 
tho Goiernments financial operations, pertienlarh 
Its oaiernnl oporatinnh nnd make \i the correrev 
autlurity in respect of its position as bolder of the 
note issue and the ssnie regard should bo I aid to 
Its fositinn a* rs disooutiUc and proetdec of emet< 
gei rv credit?— And 1 manlion fpecificsHv the fait 
that It would need to bo the exiliange merbe* which 

I think it la nct- 

14 5B1 Tliat would ho consciuentis' 'ipon its 
lieiiig Agent of the (lovernmont for exleicsl trail 
snolionaf— Yes 

It S*l I intcrrupte 1 you when you were aho it to 
tell us in uliAt respect should the ptraawii ehnrter 
of tl 0 Irnperinl Dank be altered at tho mon ent « hen 
sou sad tl St would not be your recommeiulation 
llii,ht I then ask nbnt would he your own rveom 

II cn lation on the broadest lines as to tb" provision 
and the establishment of i true eential bank?— 1 
^ clievc till loss to India and especially to the spread 
of Innking facilities throughout Indio would hs 
great iF tile In penal Hank were tubtected to tbo 
r<^tricti<na ii«iia(lv rcBsrded ai proper in the case 
of n central bank I tliould therefore bke you to 
coi sulev whoVtier yoviv end would Hot he met (nna 
tlip Olid of tl 0 proprietori of the Imperial Bsnk who 
desprre t > bo considered) if the Imperial Bank were 
tn lenrjui ce its special privitcee* and to rcrciTo 
frcoiiom from it* special restrictions and a new bank 
Here to 1 o set up to nci^nire those special privileges 
nid to |U rlopm tl o other functions which I have 
or iim ra I'd to i o i the new Bank te ehtsin its 

ni itnl ffuni the caisting proprietors of the Imperial 
II ink who noiild tberele be loft where Ih^ are 
lo-cIa\ Tin rpiestion of maneganwnt and stafi to 
Iw Ufl t>r id|«stn«Ut. l,x arranftsWAnt bstweew the 
new Dink BTid tho imperial Bank In tbst way I 
IchiYi tbit lou mufd do wlint his been dene with 
«u Ill oil or louutnim ^oi cmld establish a 
lentriil bink »hi b amiH funition forthwith and 
f India at heme and 




rt, tber 




what 


Ihi 


ndinntages which the Impenal Bank 
Imwd able to grant to India during the lest few 
rs nor wouM ycu force the Imperial Bank to 
0 up tho trnd lions inherited from the three 
ks of whieii It II an araalgimntinn I (oak upen 
s solution as RreatW to the benefit of tbC fntaro 
spread of banking throughout India 


14,635 The Iinptrial Rank, os you are aware, <1^ 
cbaiQas inipurtaat functioua as a Coiumcrtial Rank 
Constderiug tho kbowltdgo tliut }ou hivo of those 
Inurtioiis, 1 gitlicr from wLal you luvu told us you 
would finl u dilBculty m retouuliiig the diiM-harga 
of tliose lunLtuius with the position of a true central 
bank? — \<.8 

14,5*0 Are those difEi.ultu.8 in&uptroblo, or is it 
possible to iitoiiciU the coiiunerciul activitiua of tho 
iurjHf/ai Rink H'jjh tho act/tifuj of tho true central 
kink?— 1 do not tliiuk it would ho advisable W toni. 
bine theft — to Luatinue thorn aa u permanont arrango- 
ment 

14,587 You tucatt tliftt for a tritisition lu-riod it 
niiy bo iKHsiUo to niako some lort of comproinue?— 
It might he 

14,633 Uut do jou look upon that os a desirable 
tnnihod of apjirontlif — No, for myself I should prefer 
t<i have tho Imperial Rink with tbo business and 
tr idituins, wiiiih to n giLftt extant it joherited from 
tl a three oti er hinks, lU far as possible uaebaoe'sd 
I believe the mauiteoance of the actiritias, tba 
cuilODis, the husintss of lUeso three books and their 
Riiuv».or throughout India nnd especially in reoioto 
India would b« a great sdvantage to India, and 1 
slinuli] be sorry tn suggest anything which would m 
any xay interfere with it 

H fSO Taking the matter from tho other point of 
lien, if tl>e Imperial Rank is te function o* * 
central bink, it would be nccesiarSi M 1 gatner 
from your answer, to impose fresh restrictions upon 
its nunmcrcial attivifiee*'— Yes RifSeii’t questtou 
would arise in any cms 

14 600 And those would militate against its 
«(fici«ncy M a commerciAl bank?— I think so ^ 

1 1 691 In particular, its greit function of dorelop- 
mg tbe banking xystim in India?— Y*a, and w 
particular in those remote places where »t would pr^ 
sumsbly be the oelv banking ofTiCO I am sot thick 
ing of tlia big seaboard towns but I am thiakiog of 
pUcoa in tbe isterior, where Oie Imporiil Rack kk* 
been lor the last lew years the pioaeer, and has done 
most raliieUe work 

14 592 Yon make the expression of your view* 
very deer te me I tske it that it is your view, that 
by nyeVing tu ciimbine the two iunctaotis yoM S*A 
neither discharged with the same offleieney as if the 
fonctiouA were nepirate? — That u right 

14 SKI fallowing up vonr reptr, asBiiining eoiue 
such dirwion of function ss that which you have 
succested let me ask voii ebout the constitution of 
>our proposed central bank AYould tou tell m anv 
thing fmra the point of new of gciiernl principle rts 
to what the poeition of the Roveri inR belt of e 
central luinfc should be? — As to that I have qiiife 
definite news if I mav state them 

Wyon p-ivasef— k ir«t d akl I iviM tod" 

by etaliiig who I tl ink they should rot be The? 
shonM not be memlpra of Rovernments or legifila 
turea or politicians 

14 W5 Bv members nf Governments da joo ineiO 
Mxnvaters or high o£Si uds alao»— T tnenn toth 
oltfanaRh I have the word ‘‘offlcinl' lower down lO 
Diy list 

14 S'W Ptenvi proceed? — Mem) its of Goveri mmit 
or tl e teguiliturc vbi b dpsignation? uoiiM, I under 
stand embreie aU 1 ranches of Covcrnmentsl aw 
tiWKity in Indiw tbit 'heinR t' o adIo put) irt of l«J 
BURsestion r voiiM n1*n prcIuV Public Officialei 

Beukers and persons identified with politics ttilli 

aieb persona excluded I sloild procecl to rocrnit 
the vhole Iio<It from amoiig^s [;«,» of the hiishcsl 
standiDi; en^nged iii active hiisii.cvs in Inhs 

lira? In your view is jt deairnhle that there 
would be some cv. ordinal on I etween tbe policy of a 
centra! bank and tlm Reneta) poUrv of n Rorem 
mentv—I think it iv of tbe utmost inp.rlanc. Hint 
the polui 0/ tie )«>nJ( and the pojici of the Covem 
menv ahonlt at all times bo m bariiiony— iii as cum 
I Icte harmonv a* , (visible i look upon ibe I. ink os 
hiving the uni |ii« right, to offer advice ami to priss 
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l!ic figiires nre now but they used to be estimated 
(IS hotneen four and fire crorcs I hare been t<dd 
thfli ire alimjt nine ri'ores |>CJ' annum at the preseat 
day Tf tlie nWirption of rupee eurrencj is at the 
nto of Dim 1 rnres per annum 1 cannot see thit »e 
uocii t-cc the expense niid disturbance inTolved in 
the proposal to melt rupees and sell stiver 1 do 
not seo that we need be precipitate in reaebing the 
ultimate goal of a full gold currency I believe 
provided that the rupee is stabilised on a gold basis 
to-day, and provided that either now or in the very 
near future gold is mada freelv available in sub 
stantial quantities, ne might wait for the normal 
contraction of the rupee currency through the annual 
absorption of tho currency before going to the full 
gold currency which we have in view, even although 
it nay never he fully reached rather than resort to 
the drastic expedient of melting down large quanti 
ties of rupees, with all the disturbances itenlaih and 
With the possibility that at no distant fntore date, 
having melted down your rupees, you have to Start 
coining them ngiin 

14,6u6 It has been put to us that silver u a great 
Indian interest because, for instance, of the large 
hohlingv ot stiver amongst tho people of India as 
a store value , that this proposal for the dethronement 
nf silver would inflict a severe shoeV on tho silver 
market and on tho value of silver, and that that 
requires a very great deal of consideration from tho 
point of view of the general interests of the Indian 
people TVhat is vour view upon that aspect?— I 
tliicV that IS an srgument which is entitled to tho 
jcrftve«l coTusnleralion m view of the eaorraous quan 
titles el nlrer which are field in Icdia, hut sty 
criticism of thow proposals would h« that they are 
more drastic— the dethronement of stiver and the 
ivissible slump m the price of silver— than is 
demanded hr what 1 call ft reasoned view of tbs 
In Inn currency situation 

ItGOr Turning to the gold aspect of that scheme. 
It IS ostimated na yon see that the (imonnt of gold 
required woiill he sunie £1CI3,0IV1,0(V1 m tho course 
of some 10 tears Arc you prepared to eiprcss any 
opinion Sir Stanley, fts to the effect of tbnl extra 
alemand upon gold mflrkeU and gold values in tho 
world nt large 1— That is a conaid«r*lion quite 
lievond rat knowledge or competonee 

14 6fl^ As T understand it I liaie gatlicretl lie 
impression that vour general view n* rcgar«l» tlint 
ncl erne t*, to put it in o word that it goes too 
fast?— It u 

14 G69 I>-t me conlimie joiir mcmoranclum at the 
point nt wliiih I wnde n dirnrsion ken deal in 
laragMih 2 with the question of lie ratio Jet 
mo tell V1 11 n general dilfli lUa nliicb T Ml aboni 
»(iir are’moni ami sec if jdij can kinUy asvjst 
me in It kon nrgne ns T understnmj Sir ^tanlcv 
that we ought to adhere to an cetaHiolied kgal 
stamlar 1 as regards the rupee, and that is the Is 
■Wien loaViiig nt n standard of that sort you 
mu't have regard tn tie standard ilc /ir/o and <f< 
,,irc niul It has been put to us that Ue 'It }vrt 
stmidard is 2a nnd that the Jc fiflo atamlord as 
la &l and that Is 4d . is neither I rather wsateil 
to Midi ritand 1 on it is sou nre alls to sas that llie 
Is 4d , standnrtl is the eatabl she<l legal standaniv 

1 winbl venture to put it slightly differently from 

tic argument you have ndmiu-eil k\c «a> the de 
jiirf standard is 2« Is not the nrgiiincnt t> at the 
■Jc jure standard is 2s something like the anneni 
staliitea which lav it donai flint a person si all he 
hangeil drawn and quartered for the crime of high 
trcaann’ It is ft ife jure standard which never had 

ana cairteme whatsocrer It had no existence in 

law reallv because it was only wa«te-popvr and 
rertainl} it had no eiistence in practice Therefore 
with all rosi>ect I cannot attnci the slightest import 
ancD to any argument based on t) c fact that owing 
ta a romlination of fraeic event* the fk ratio h 
the de lure *tan lanl Therefore, I come hack to 

tho two practical standards, as we mav call them 


The Is 4d standard was the definite goal of Indian 
finince nml turreiicv juilicy from ISs-QJ to 1919 It 
»« tiw goal piirsiKvf betiiean 1893 and lugs ft 
recomnieii tel m ]8<)8 it was au-eptw] 
aitised froti 1598 oiiw ir<i« 


It nia Diftiutn 
the shotk of T 




1 1917 






ir — hut oily to a lery slight extent 
Iho real serious break in the Iiid an standard was 
not dunng the war it was after the war As I 
read Iidian c irreiuy history it is that if the Goaern 
I had not been led awa\ b> the wili-of the-nisp 
t had done what I ventured to 


of the 2 


®“RC«t before the 1919 Commission namely jiu 
the true line of policy that having followed silver 
np they should follow silver down there is not tie 
shuhtett doubt, it seems to mo tint we shoukl have 
welled ccrtniiilv by 1921 to our bng wtablisluHl 
legal standard of monetary payments which is 19 
rupees to tlw sovereign and la 4d to the rupee 

14 l>70 If I ninr interpose here i* roj the effet t 
of tho first part of vour reply that we ought not to 
look at tho legal standard— wliat n merclv legal 
because nndoubtedly what is leva! now is 2s ?— 
That IS so 

14 671 So wo must really get rid of that word 
“ legal ’ in onr search for a biais® — I do not want 
to he meticibuv but I would rail it the lepnl 
fiction standard ns agaimt an ejtablisbed atandaivl 
of monev pavnicnli which for all those jcArs avae 
11 rnpees to the sovereign 

14 672 I can understand sour argument in (hat 
it nppeare to me to bo based at first upon two tliinga 
—upon a reference to sohstantial facts qid merit* 
and a reference to laav bnt it is M regards the 
Tofcrenco to law that I feel the imtiftl difflciilty 
becanso if it is law that tho rupee is 2 r then at 
cannot bo law tbnt the rupee is le 4d F — I fully 
aiprcciat© )onr i>oint so wo will call it tlvo 
establisUeil stamlnnl of monetary pavmonts from 
1898 nntil 1917, and lenve out tho word ‘ legal 
nhuh I qoilo seo is not qnite correct 

14 C7( Then we come to tha fact that it n a* the 
established stamlard from 1899 to 1917 liet mo ask 
>oii ] ist one or two particular questions upon th it 
koii aav that tie ratio was the legal atandsrd nf 
money paymenM from 3808 imti) t)ie dietirliarro* 
ransod bv the war When t1 oso nOjiisted them 
selrea Indian exchange fell approximately to Is 4 I 
> ut it not only fell to la 4d it nlao fell a givwl 
deal lower than that and siibsequciitlv rose and 
passed above that level'— That is rn but the fall 
I elow Is 4d was merely fraclionnl m vompari'on 
with the rise above la 4d 

11 674 That wan so was it ( ut it <1 d not show 
any greater tend* nry to remain at 3« Jd in prefer 
cneo to yarioua other rates selected then I see it 
went down to Is 8i\cl and then it rose stead Iv np 
tn n la Cd level again? — But I think. I should la 
1 repared to argue that if tho Government of India 
had not frittered Awnv— (I di not use the phraw 
offsiisivelv) — the very large gold resources which thov 
hel I at Ihe cloee of 1919 end which if uiy memory is 
right amo inted to something like 103 millioDS slerl 
jng the rountensneo of excJisnge at Is 4d puU] 
would lave leen I will not say within their coni|>e. 
tenee but woiill hare been a mere tr He in com 
I anson with the efforts thev lial to make oommciit 
ing in 1907 and again I think m 191 i to sell reverse 
conncils in orvler to maintain enhan.'c from falling 
I elow gold export poi n t 

14 673 IVhat I wanted to clear my mind nSoot was 
whether ID your opinion since the iKpartire from 
the Jon£ period of Is 4d the snb'cquent mniements 
of exchange ns they are on record show nnv tendency 
fov the rate to gravitate towards la M 
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TOO ezpr?«s asT opinion abou* tbat { — 1 left BombaT 
oa Ui« 2*th. Manh aad th* eicbaDg? »ai treak then 
Ton cr>cU coTtr tschacse at Is. 6d , bat tl>« {all 
btV>B’ Is CJ occurred a'ter I left so I cantio* 
express an cpinioa Cp to Uarci iTth, Loirever 1 
beard do talk of tbe ireaknesis of ezrkao^ be cs doe 
to speculation 

14 6!^ I think it has aho been aieounced tn tb* 
P'-ea that DO Parerse CouDnU were, in fact tmosll; 
sold but that the mere o2ar u-as enough to nesd> 
the market'" — So I gather 

14 629 Would not that ind cate a specula lee 
rather than a auVnantta] tcoTeiaeDt*— I should not 
like to go quite as far as tha because t^ere again 
juu come back to the principle — vbat rou ran get 
>oo do not aliract erant. It cou do Dot, koov uhetbc” 
joucan get reserve CouskiU jdu cocsr eour po^aifV 

requirements in adrasce 

II “00 I DOT pass to Tour paragraph No 5 irLer* 
Tou deal mtb the tontralliBB auJiertte Wl at a 
Toar TiST upon the coDiention tha^ ueJer (Le 
] resent srstem the currencj and the banking 
reserves of the rcuntr 7 are ^rorced and that it 
would be more economical and desirable in Tbe 
interests of trade and commerre, to amalgatrato it « 
two reserres in the hand* of an expert banking 
antbontj in touch with the commercial peeds of the 
countrr — Are rea speaking of the queflioD of tie 
Imperial Bank taking over th» Note issue 

11 *0] The control of the note issoe and tbo 
enrrenej inechamsra be a I asking authonlr ( voaU 
Lke to generalise the question before referring to 
the Imperial Bank ~It aeetes to me that this que. 
tion of the cote tssnu being takea over b? a baaiast, 
anthant 7 is one which does sot admit si asp eaii 
answer The note issue has now attained rere iarp' 
dioensiona. It has great atabiliie and it eotsmands 
wide eonSdence That haa onfr been allaieed be 
TerT" alow steps. Those of us whose aemones of India 
go back for mne time realise bow rerr painful and 
amoni ware the steps br which this po<ilioii ha« 
been attained I for one am franklp rerr fearfol «t 
anr distorhaace o' the anthoritr behind that No •> 
issue which mar weaken cocidence in it I do no 
think that anr tanking antboncr woo’d carrr the 
Same mruare of pnblic eonfdceee as the Corem- 
ment Note, stamped with the King a head does 
among the grest maa of the Indian people 

14 "I” Perhsps there are reallr two que«t ©O'* 
lOToIred — first the status of tha Goreremeot Notv 
(or of a Bank Note bearing the name of the Govern 
■cent of India) sod secondlr tie autloritr coo 
troll ng thv Note issue and the rurreocT svstem 
AVhat rou aaid rather applies to the firrt head, docs 
It not that It, the actual status of the Note as being 
a Note of the Covemment bearing the uatBe tbe 
Government’ — That is to Ten or 13 years ago it 
used to be said by those in anthoritr that >1 tl ■* 
Presidejirr Banks took orer tbe Note iseoe they 
could double the Note cirrulation It might bare 
been true then but 1 rery much doal t if it is true 
DOW I think the Nolo issue in t! e last 10 of 

years has been so e£c entlr bandied that if it wer* 

put into th- 1 ands of a Bank it could not or wouU 

not be likely matenaUr to esi and at the presen 
time I tl nfc that people hare rerr I tGe to cod- 
pla n ol and much to admire in the abilitr and the 
eCicienrr and t) • elasticity with which tbe "Soto 
itsoe haa l>een managed for some t me past On 
those grounds per sc [ ice no object in and many 

disadvantages in a change to a bank ug authenty 

1 renlnre to suggest that one is only jnstmed in 
maVing that change if it a bonnl nj will other ami 
larger issues Another and larger issue which I hare 
in iniTHl Ls that I do attach rery great importan e 
to the Imperial Bank taking orer the fnanagenieBt 
of the reiniltance hns neo o' the Gorernment of 
India and if it is necessary for that pgrpo«e — I di 
Mt say It IS but if It IS— that the Imperial Bank 
should hare the managemeiit of paj-er cnrrency that 
pots the matter lu a d ffecent I ght but U the 


Ifeperisl Bank can carry out the nanagemeEt of tbe 
remittancv lusiaee« of the 00171" ment of InLa (1 
am speaking of reiBittaDce to London of fundi 
Tssjoiml br tbe Sccretarr of ^tate and cot Urn 
accretions rcurd that natural pnnciik) witbont 
inaraging the pa[>er currencr then I see rerr grea* 
adrarlagrt in lea mg the Note issue where it u cow 
an I that il in the hands of an efijcient Gorercisvrt 
Department carrring the full imprimatur and 
cacLet of tbe Gorernment ax a Corernment. 

14 "(It. Ilisti guithing between those two quev*v!&s 
In <b I I arc rc’errM — that is tbe status of the 
N(j<e a« a frorrmiDent Note or a Bank Note and 
a) o la tors ctral would rou base anr deduction upon 
(l,eexterteR w of othe' itrportaut cou nines, in which 
We ki>.w that, a aost without exception the vonttol 
ef the Note isfne ai d of the cuTT»Dcv it enlTUfeJ 
to a Celt ral Berk — Absolotelr csoe I do not 
altaci tbs >1 cst iap< rtance to the experience o< 
aDyotl,«rooijnirr iirdc»s we can eetabosh the premiss 
tliat the p< ' Kal historica] and ancial cvcditiona e' 
thaiourlrv arc roeparab’v with those in IniLa. 

It *B 1 D ere II a great rariety of axial polilica’ 
and } isti neat mid t on* in all ctvi ised rountrics oo 
tfe g’ohe Bhat arc tic essential Indian comLtiou. 
if anr wb ch di.t ngajsli Ind a from all t»Mfse oJher 
ccemire**— In InJ.a tic pre- EC of Circmmcn 
rtanui iii:ri*a»i raMr higher than anr Bank cren the 
Imiwnil Bank o‘ India To the Ind au i«,l. tbo 
0.srcmtreni as n C rernoc-t it the great anj 
dom nant force in the oonnirr ard 1 l| mk a weight 
and mrSdenm alUrbti to a roveroBeut Nat* wb c 
a Batfc eot J poi lope to be a»’c to boJd op for 
maor scafT tl ercT in oor lime 

“Tho funler p»8l apart from th* ttatua of 

ttc No e IS tbe qocstiOD of the control of the Not- 
I roe iBc rorrencT mtem i «,p, dcra* , rohma 
<t er l-pcc has Wn tiren twferc os in liel a exprew 
i«C wlat 1 toon net hetiiatc to call prefouej atu* 
P K s 1 ' t'c Covtrument as th* toatro’lcr of tho 
ra «i, camnrr on the grourd that it is trim 

t^ing theeor ener m a tna ircr «hch a nup*etc» 
»" tic l» t interest* of Ird a. tAc 
to rcmgti>e that thu endence has Wn giren. 

ifto IWO bead*. The-c u a great deal of mNnm 
of tbe polin of the CoTernment in currencr a^ 
eacbange matters— rot of i a management^ tho 
“v'" *! «r«ipeaking'’of Gorcrement 
we mut renicmVr the dual compositioa of the 
rorctomcnl of India Tter« ii, ' n “ 

J: .;v .t:'b .. 


ao deal snd i 
are ID contact Then ibi 

acd hii rmaarc Oi 


-th which w« 
be Secretarr o' State 
thoosand miles awi 


Ml r *“* ‘’"r. ^ t‘»nt"-I Wy 

that a great deal 


the suvpivion of the a ts cf po, 

and Cnar-e mat rx u rot doe to the ac*! 
IK India ax the Goi 


great deal of 




pOXXlble 
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paph in farour of Notes cf r 
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I'd 


uri}«r to •uptx'Tt cxc}ilni,« vouU lliat ut jour 
opinion bo roix'lusito proui that tKo rate of t» Ui 
haJ trot aJjaiitcd iboK'’— No it vouIJ not 

Let nio BtV T»u woun the amount »arrl 
the question* Yliether it naa one ruilli>n ur fifteen 
millions which aa* aoU aoulU u eialterf— 
The Sale of s«\c(al millions of resent rouhnlt 
av that rate aewM not W to m* isuiat 
definite eiiJmce that prtcr* had atljtulrJ 

themseh-ea at that rate, fperauwe m; t'mnt •• 
that this demamt for rerprse eounciK )>aa arisen 
from a lerfeetlr trifling ehatis.e in the tra<le 
turns *if India— a fhsni.« whuli la aWInlrlT 
insigiiifiraot in roinparisun with such rhances aa 
»» harn had in the fiait am! aa <e nar bare in lie 
future ami whxh »« oucht to iruiide a,:ainst ib 
the future Tlerefire the aslo of eseu a certain 
nnmWr of cuiRiona of reicne ronnriW couVt Lare 
niT orihion oii that a’eoliilelv nnaffecteil 

14 713 The rerr fart that the roternment of 
Iiwlia had to luiii a notification, nhtfe the nhole 
question of the ratio is beinj; eonsKkrcsI t>« this 
Commivien, ahnui that the Is. Ol has not reaehr>l 
anrirhere near the atase of italilaalion as far as 
can tie }HiJ,:ed*— That js m> readmit of it IVf* 
snnattr I most sar that f ni>ta«l sl>« aetim of the 
CsiTerntoent sriih rerj- Krrat reirret t think it 
wouVl hare le^n a esinsiderahle h»l)> to (huse of ct 
w!o are slrinn- touarda tlie creat ttoaf of suSiIut 
if exihani::e hal tieen left aline to that sre eouhl 
hare had tiio'e slcfimte e»i>erienre os to h>« far 
priree t a I »d]ustes\ thensseleea tn the enttent rate 

14 r.’O \ml what the iiataral ratio m under the 
tnvsent rirritnistsmew una/anifiqfated and vnaMled 
hr nnvthint: artifiiiaff— That is eiactfr ulial sre 

1 -i *21 kou ««rr asked whether sou w«qU ea| re^e 
anr oj mion as ti the adeqnsrr of tlm re**net at 
Ue dis(>osa1 of the Oor«rnment of India or not 
and I understaml joii to aar that that was a point 
on which TOO were unallc to exprr<n an o|imon*— 
I would qiiilifr that to a certain extent be aoTinc 
this Our eaperienee shows that umter the srwat 
aliosk of IdO* and asain in 1*114 the amoont of 
reverse eonnrils wanted was very atnaff and onl7 
for a UmiHirarv iieriod which acemed to nj mind 
T<iy eCron^ Cmund for brliering thsi pricsw an! 
bueinees had adjnsted themselris round about the 
then ratio, but it we are koiR|; to lake a higher 
les»4 of «xchan|.e, round which We are not satnficii 
that 1 rices hare adjusted thrmselres, tlie amount 
of the reverses at the eommand of Clorernment might 
need to he very much larger than thev were in 
those davs 


If I infer from wfast von hare jost ssk] that 
lu voor opinion the higher the ratio the bic-ier the 
nek aid ihe larger would be the reaerrea required 
to mail tain the ratio in case nf anrthing ndverre*^ — 
That would he nir cenera] eonclusion 

14 loo were toid that if tbe rupee were 
ctabihfed oow there wonld be no means left of 
mitigatiiiE a future shock to fold i rices In whicb 
direction wonkl such a abock to prices be liable to 
imtieation bv an adjastment of the ratio* IXr tou 
see Ihe ri«k In a fall in gold prtoes or m rise in gobl 
prices'— In ca« of gold prices falling 

14 724 Therefore it is possible tbat those who 
recommend that no steps should be taken in regard 
to stabili.olion at the moment appreheud that in 
ca<e thev recommend Is 6d os tb« ratio rl Oiav he 
diffl ult to maintain It (kl * — Tliat would bo my 


14 72o In fact it would he an indication of 
d (fidence in their recommendation of Is. H *— That 

It 72C Hence thev reromurend waiting tongev 
Aou sav in paragraph 2 tbat no dirturbaneo of tlie 
permanent ratio for India should he allowed except 
on proof of overwhelming oeceesity Will Ton tell 
Us whwt in your upinioD such an overwkieliDiQg 


n«<oMilv nouhl hof— I sloiihl asv proof of the 
impossiliililv (f tnaintauiiog it at the 'mg 
ratal list oil atandsnl 

14 727 That i», i rnol of the mpneiihility of hring. 
ing It op to tie j^rmanent rate in rase tiere w»i a 
deprveiadon, or prn>( of the impmiibilitr of pre 
renting it from rising alnvo that rale*— That le ao 
14,72^ t lako It you hare hmn in line touch 
With tho operatJoAS of tho frorernAesi of frxLa aiora 
Qrpteinber, 1231 or tliereahoutr Are voq awaro 
that It 41 RoU hat Iwen eseoedej nwiog to two 
or three ciremiwtaRceSa Cntlj, tl at gold was rut off 
from teiulrr to the Lowroraent, and secondly, tb« 
nsioral forrrt to which vou refer, namely, very gnnl 
moosnons dorisg lb* last two or three years* — 1»* 

14 722 Iks Sou agree that Ihrto cotillons would 
ha<* played a very important part id the rupeo 
j^iog over ft 4d and touching It fkl *— t think 
thev lava teen the deciding factors 

\t7sn Tlierefot* thvo who lasintain that U Gd 
wonld hare been exceeded hut for Ooremnent 
maoipubtion, orerlook the fact that It G<f itsell hai 

teen ptvible from It 4! Iswaose of Gocerrment 
manipulation I— 1 would not go quit* so far as thst 
I do aitaeh the very gresirat aeight t> wliat I call 
the al rormal balance of trade a enntiRuanoo of 
wt«rh i think we have no right dcfiailrly to expect. 
Ttist Is what fits* ne with douhta and apprehrniiOBi 
at thr prevent toosoent t do attach very great 
ira|>ortaiKe to this reoisikahW latance of trade in 
favour of India arising fr«*in a onnlinssne* of goritl 
Tooosaint and an active defoand to* alt eur pTodoc* 
1479) It has been aaggesied bv tone witseeaet 
that aa one of the faeiors in what von rail the ov»N 
whefmng necessiir joafi/rmc a rbange Inu the 
retso of J» 4d , fl>e CVimmiMioq abeuM lake isto 
rssnsideration the quetlioe of the mit of liring and 
pertinent indix numher* Hare vou any views on 
that*— 1 ehould attach no ffrvat inportance to the 
Indian index figorts That vt not mertlv tceplieuBi 
I was fTnirmaD of two tndastriat Dispulet Om* 
nilleea in S»mKsv, and we found that net a eirgle 
person aorepteO the pqblished Covernment pricei 
It seema to me tint inileg namhera based on fiRutea 
whwh eobralv accepts may posiiUe a lull* mis- 
leading That ts one thing «.»eondIv, 1 am not dia- 
pneed In regard cUTTraev as an murument to bo 
febrwxled and mamputaled for the purpo-j of reco- 
Isting prirev J think that is putting tlie cart 
before the horse He have to consider our currency 
as It IS and prices and trade musl adiuit thetaseUea 
to correnev— and not currenev adjust itaelf to price* 
and trade 

14 792 lo fact it would he correct to infer from 
T^x wideue* that the casa for the chance from 
the permanent ratio of Is 4d haa to be made out 
bv those who lecooiBiend it am) pot by those who 
wssh tb stwk to the old ratio which has eerred ns 
I" •«« Irem the wars to which cou hare referred— 
from 1009 to 1017'— That 11 mv jrofound eonrietion 
14 733 Ion aar in parscraj I, 4 tbat the goU 
sUn^rd reserve should he Kwated in India and held 
chieOv in gold HTien yon aay " chiefic,” arc vou m 
a pONtran to tell ui approximately 
are of iW proportion*— If sou a,l, mr own peraonal 
opin^ I ehoaJd «r tbat the whole of the gaU 
stai^rd reserve should he held m gold I nse the 
worf chiefly" as a sserifco to those weaker 
beet^n who bogEle at that idea \ think the argu 
men* which is (twqneaUy used in connection with 
tb« RoW standsrd reserve — that sterling sororities are 
as good as gold— is aWlutelv untenable In times 
of et«M nothing 1* BO good as gold, and I wonW 
Wd in'go'^ ^ standard actually 

14 794 Mar wo take it that instead of ‘‘chiefly" 
^ would eay wboUv ’ ,n gold 1— Yes, wholly i» 
pM hut recognising that we have to deal with the 
eitnatum as it it, and that wo ,30 not srant any 
wolent and drastic change the eonrersioo should he 
prudence Rat that should be the 
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14 73.* Rpgmlins pold current I bm thM the 
owhr CVnimitlPi' was gM-atlT impressed by the 
iKkiiee of l^iril llothsrhild Sir Joliti Lubbock end 
lliirs to tlie eftwt that nnj ststem without a 
noiibl he looked upon with 


di.trvistP— DiBi 

14 730 In lOur oi inion am ajsU.n without a 
Tiiible gold curreiiej would still be lookiit "I ®" 
the Indian public with diMrust‘ — t ndonbtedh , 1 

think It would . . .u 

14,737 Therefore what vou aiiCRest is that tlio 
(’onimiviion should take a siilstnntisl stei» '"’J 
direclion, Kaiint; It to the people to adoitRoM 
rurrencT at their discretion whencier the reaetses 
are ndooiiateP — Tlial is so 

14 73i \ou esi>c«t that when the gill resewa 
are loiated in India and the people w 
nre there jt is possible that the l^gidaturo of the 
dav tnai aav " l\e do not want to R.v m for this 
luinry”P-l think it i« eaceediiit.1} probahK 

14 731 (Sir Jf<i;iioM VuHf) One of the reasons 
you enre for adimating a gold currenee is that 
Jndia IS a<t.u«tome.l to a full ealue eoinP— \es 

11 Tin 11 .. . I>.t, .t ™t. tl.l I*'",''”’ 

liB<I ■ full va'u, roll, for ..''out 31 rearal— ll>l>ro,l 

"'ll'7fr"o ll,l "" «" >■' "'S ‘"l,2l 

T,r« ont dsv Iher are aeeuslomed to it Thee hare 
Uarnesl to di^illiout it— Hut woull not It W 
MtiallT true to sac that as Iho rupee becamo (to 

“ ™,'''L,'toVri.'‘“r;rfr." :S 

Frarine (or ^ laLsfied in tn 

:”™'ii'™io,. II..I I.... t.o" 

in whieh tt could lo satisfiel .u.. i ,ai 

11 -JO That IS a point That is just «nst I waa 

5r*'iioir.“ .r,r 

*'Ti'^ti”Gr'o7'i7t .■ ■‘7 

14 740 Tlial process hss li«n ^'•’8 ' * „ 

haie hud «""« aJ,^, We*^ had been 

ennoiis point to show how It J' . .r 

Lay on lesre and my wife s ajsli had *>”" f" """ 
par She had to hare DO rupeea ^ 

riri." I ‘“i.h ti..* ■■ fii""' 

1 " L and m..,t ,1.11 b« Ro.oR on “ l‘r<n> 
S'S. roo.lr, Th.l .. .Lr. 

•^j-j's'^TIiat arrounU for the very large iWT'erU 

FirB,*? if ;rio« 

TO « 7 o 5 w I.*™ 

r jiiStar hnd adiuMed themselves the Indian «» 
of t'‘® ^ anpiosimatelv la 4d Do you atiU 

'tan n.lre Is 4 d gold»~I tnke it from the figu^ 
u i. .rl eivcn me in \rpeiidis A W the Chamber 
''J"^™meroer*UtoLnt which shows the average 
«LcS"se rates bank selling 

{^li'’3J!d^in*"Februa"?,'l9*2l"'wh"i was vij soon 


after the rataclvsm of Februsrv 1920 had ejient it- 
self 

II 740 In Febriiarv 1921 Bcrording to the figures 
before me the value of the rupee in gold was 1* Ijd 
— Tlicn 1 think m> figures must ha sterling after the 
Ooiernment had reverted to a sterling basis 
UiW Thev are iterliog?— Ics 

tl"31 So that vour long established r-ito of le 4d 

gold was not achieved in 1921’— Mv lot!g.estabIi5hed 
rate has nothing much to do with 1921 It has to 
do with 18^ to 1917 After that we enter on the 
peruMl of disturhance 

14 752 I was dealing hero with your remark that 
when the disturhnnres mused by the war adjusted 
Ihemschev the Indian eachange fell approximately 
to Is 4d 3ou nra suggesting that that was tho 
natural rati and that it rererted to it when left 
alone tlTiat I want to point out is that the fall did 
not stoii at Is Id gold It went far below Is 4d , 
and actuallT in June, 1921 tlie rate was lid and a 
fraction —I take your figures, but the fact is that 
voii are looking at gold figures and I am apparently, 
though there is nothing to show it, looking at sterl 
ing figures 

14 753 Afy point is that when you say it approx 
imately fell to Is 4d that was only in sterling and 
not in gold —In sterling 
14 754 Ro that if yon are regarding Is 4d goldm 
tl o proper ratio that argument rather falls to the 
groniHl — 3ou mean tliat 1 pitch Is 4d as being too 
high and sliould take a tower figure* 

It ‘it Tour arguBieat is as I understand it, that 
Is 4d got! IS the long eftnbluhed rate and the rite 
to which we ought to revert, and }eu say that when 
the War disturhnnres were over nnd the excliinge 
was left to Itself it reverted to that ratef— Tes 
14 756 I am bringing to vour notice that it did 
net do *0 It fell down to under Is gold —Welt, I 
accept sour correctieu It wss Is gold Is 4d 
sterling but remember st tbnt time 1 think I am 
correct in saying the Clorernment of India had tried 
In link the ruj>ee to sterling and not to gold The 
Cosernment of India, as a temporary expedient wihen 
they found He impossibility of maintaining the rupee 
at 2s gold tried the expedient of maintaiuing it at 
fii sterling and the result was iguotations came to be 
giren in sterling instead of goll 
14 757 It d d not rise to Is 4d gold again until 
Oitober 19S4 —Tour figures must be correct 1 
only have sterling figures 

14 753 I just wanted to bring that to your notice 
ton remarkol to Sir Pursliotafl Jos Thakiirdae that 
you would like to I aie seen the Government of India 
levvo the exchange alone instesd of offering to sell 
reverse Oaunoile Do you consider that tie Goieru 
menl of India ought to 1 nve left it elone when it 
slowed a tendency to rise lost vearP — No 

14 75D Tou consider that the Governmeot of 
India should check the rise, hut should not check 
tho fallP— In that particular case, yes As the 
Goyerement of India were refusing through the 
legal fiction rupee to practice tho natural corrective 
to a rising exchange, and that is to issue rupeea in 
return for gold I think they were justified and I 
think their action was entirely beneficial m using 
their resources to prevent the nse of the rupee 
abore Is 6d gold, and I think that did the greatest 
bernce to the whole trade of India 3fy regret at 
the Government of India offering reverse Councils 
now IS that it has deprived us of the opportunity of 
testing by practical experience whether the Is fid 
rate le the rate to which prices have adjusted them 
selves or whether it is an inflated rate due to these 
artificial conditions It is not so much a matter of 
principle as of practice I think the experience we 
xhonid have gained by tho Government leaving the 
rupee alone, now quite apart from any academic 
pnmiplea would have been of the great«t poaible 
rahH! to everybodv who was trying to find what are 

Uie realities of the currency situation toJay It 

seems to me that information has been withheld 
T 3 


fifi'da 
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14 "PS Tlierefore if Uic ratio of U tUl — tMt m to 
siy tie piirchaiinK lH>«er of tlie rup»>o «t Is 6.1 — 
has nn ofloct upon inlerual prices, anU if the short 
term conlricts mtennily are over»l ctmineli creiter 
i.j, i» i.„» t.™ „ u„. .f 

in taiour of stabiluiuj; ^oiir ciirrriie. Hhere it wiH 
cause the least injustice m the light of the rciatinR 
contractual oUigations’-Tiial on* u-st of looking 
at it, but from mj pomtof uew not the deeiMtoone 
1 say >ou must not adjust your currency temporsnU 
to the prices, hut yon must base Tour curTencT*n the 
Jefinite principles laid down hy autl ontr, arrepled hv 
Gcrernment. and practised oaer a lon’g 5 

It ma, hi";'* I’l 40 'oor currener 

tie .1 ^ “* ^ «I all 

r “”",15; 

thes should attempt to regulate inleriral prices be 
uhallt MTo n the currency Hj mfomijion for 

elen thi,rH.'^^^^ “f London. 

11 TOO So tl Ii .1 !*".°"° «oJoubtedly 

-rfpviSSSs 

Te«iit!f been d.,turl«.i 1 q.ido ’agree with ,VroI 

facto« old "l uTw wull ^rne’.u ‘r 
on social condition! in j|« wid»/Ionl*'If .*1'* 
of tlie re^djiutmeui of prices and na es 
which Biiat come from a reeVruon a"?, 

L™:""";"","',',”"”,"" «i» .“j. ii™ 

igisgs^s 

ment of th^ ciirrenrr''fiM raaniSo- 

Tirtuc of the rontro! of eiirrenl *5 S"’* 

hamN of one oiithoritv Hi "edit m the 

'irtie of ainalgamatine *h. I the great 

rewriea of a eo,nVr*ur^ curmne, n,^l banaing 
authont. Do ron ncrlelTi.wi* control of one 
r..-.rl fl»„ „ « '7,„ "'J-I™ 

".S'cr' 

mliocnte a true Central Bali'k '^hoae who 

Onlral Itink sh.nli he the baX?‘’r''Il 
nieut aol tho hnrLer t . ul fa* worern 

.lould hare the a W r.cht of H’,"’'* “ 

dd'dz';,: "'St: "r” 

control of currency and it .o,.hf' v* 1 ■’’H* 

and banking reserrea TI.. " “ ^ 

factors IS regariled hr man., ^’’'jh'nation of thnw 

great ealiie m first of "“thoritiea as of tctt 

h first of all directing the financial 


SE7a£;”S7E£'H-“‘- 

Ss:™! .r£ 

commercial busmen, heinir , ‘Il.m ‘7’° 

tain of >1.0 . . . ‘’rin,> Ihssililr freed from ccr- 

charur Ind so g.'sel’ T'\ '' 

“ctions Tiieri neat uflt therI”jT I" *""** 

nrnitsger of the currener —Fr^e^Wr'l*^,,]!,’''^ 

Wernmenl of India and no more .1*1 rho'’k 
adrnoeed againat n ir.o.r r.,’ * ‘he cbjectioo* 

Vdi./rtir/. i.™ 

k»nt which Bobodr knew Ti. pH* "** 

Inow n.o Imperial Dank Uier t„on ^T;* l^:r 
)t That would 

b* thi. Uow in auch mrrL , * p<“"‘ "-ouM 

pcriat Dank 1* abl* to dHh^rn.'"’tl* 

•» U Perfom attoe prcto^t 

l« nourish and to derelor. Pi.,l7l^ ^ “ f **'at is 
credit of India* One 0^11,. internal 

{"•penal n,ofc of opening *''• 

lundred new brineUs ^ bMnchea One 

jvien tba Impernl Bank h. "cean 

branches, then thee ms j “P*!'®'’ ® 

WJd* some tulstantml’stcB ‘^*4' bare 

wginwaiien of Indian errtit* v* *’“* P'^P®’’ 
branches can par for wa^ w ‘bese 

mill tocnrrr ti,« f lt^°to‘L“l* 

|bc adrantage of a frei ni It 

lialsnees* To mv n,i,Mi . Curernmenl 

present Fii.ance%mw’,„I®5triir‘,l''‘ 1’^'’"='' ““o 

^perisl Bank is The 

The Indian indigenous h. u that can di> that 
""thing ther efng to the^o«‘'r%P""^‘'‘"'y 

chanp Banka hare done nncH n "^be Ea 

not been their busin™ Pcsctieallv nolhrn.T ,t i,,, 

'«ft to do thirwork' Dsnk 

A '5 ‘be, resources with whir), V j “ provided 
shnll set Wk the hand, of the 1*^1 ’I" ‘bu work, we 
unit May I nek ,n*’'^‘‘^°'-»ECneMtion 

E— ,s S'l 

to wont, 

to therountrr in foite,. r ‘""t be a great assn# 
.ngf-It svo:;;d"^-« be de.--- * 

derclnpment of bankmc .1, 

”‘'’’l«hed but thot - 

, 

■"S fleilitie. SIJ ^ °t bank 

them even -i . coiiutrr. no# 

of fart e.\ 1 hea<]o„„[^.V T ‘""fining 

S; 

Z'Stlrt. t .?r; 'r ‘.7:“ 

fa '"6 to come dona to the 


in filtering the 
<w where the Bank 
iQtliin- Tkst IS a 
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clin-n to ttie CAtnlili'hcil rnl<> of ]• 4il la that your 
com liiainn? — Thnl la iiij’ roiicliiaion 

11 In ollnf llio rnlio li 1» M 1» aft 

nrtificinl rnlio bfouctit nn b' Tiro anrrr'Airn 1>uni|>cr 
harmta, atnrrnlion of impnrli, oml tbo irant of • 
worbitiK rnlinf— I Ibink ao 

II III thnt ea*f, tlio ilf fiirt (tarxHril nf S*. 
ticror liiTins runio into ojiornlion At all. tito rhoire 
Iioa lotntoii tho rf< /irtn rnlio uf 1« r>] ami th<) 
Ucall) oalntliibcl ralio of la J.l ?— TJial a« n«r 
airw I tan uto notlnnvs to I"' aan\ tot a«t kMt way 
liiiiiac l.ttwt* n tlioso two 

11 812 lou no I Air aaTlionaol-l ato non* 

11 811 Hio cljoioo liM lirtattii llit ilf /arlo ratio 
anil llip Ucnlly tatnlliOitil ratio® — That la lay now 
I tliink thi-ro ja aoinitlnni: to l.n an I for ti.i> .ft 
/ If Id rnlio, nm] a sroat tlrtl to bo aanl for Iho obl- 
oatnblialiril ratio but thtro it nolliinj; to l>e aaiJ 
for A now ratio 

14 814 Tbon jou nttarli aanctity to tho ron 

tinuancc of n figure for tho portml if 10 anA 
20 trnts anil aUo the Oiiatriitn «>t tho ratio at ft 
parlicnlnr finuro®— lot, 1 «lo fool rery alrnpf;ly if 
jnn tnkc that nnat th<ro it nothinc Kft Thoro ■« 
alwoliitely no I'olo ‘•jir in InOian onrrrnoy wlial<4v 
cior If jnii inako it It r.l Ui-itty, thoro >a no 
ronton whr )ou ahoiill i nt iiiiko it la 8.1 noil roar 
and la 4J tlie roar aflor I do n<it aiippowi ihero 
m any apocul maznolnm attarhins to 4 K4VI to tho 
dolltr hut atilt cnoromua larrifieoa hare boon mado 
hi mnintain it 

14 *15 inial I nndoratand it tbit TKoro la no 
cpKial Tirtue in ndnptmE any pnrtieulor ratio aV 
preaent but if a rati > hat to bo adopiod, wholhor H 
ho la M . or 1> at or la ;<] . or la &! . or 
Is 4<I , tho hilnnoo of ndr-inlace tiw m come by 
that ralKi nhirh ha« boon kopt up for year* tocotberf 
—That 11 Biyritw 

14 816 Thrt la Ibo hilanoe of adrantaieol— That 
H my Tien 

14 917 Thorr is no particutar maeie in any par* 
ticiiHr ratio wliioh mar hare boon firoJ*— No, onoo 
our pricea hare adpiated thein*<lrea to )t 
1 1 814 ^iili rreard to your rooouimondaiioft m to 
ilia poll alandird T would tike to aak jrxi a eoupio 
of j|ii*5liona You anid yon rrooratnond a goM 
ataiidird for the prearnt, and geld curroney uUU 
rnatoly Yoa 

14 81*) Sviiat methods would rou ompler .tonne 
tho interreynutn fit tti« intto>luktion and dnarmina 
tion of some sort of cohl currency®— Tbsl la rath'r 
more of m expert qiicaiion than I fori onn|>otont 
to aoswei I tnn onSy B'rc Ton IW rather omdo 
icleis at the ha.k of mr mind Vo have anihoritr 
for allying thnt tho (lOicrnnient is >n a position to 
dny ti> gne on dmand in India cutd >n quantilr an 

mil :n} of 400 or If that is dine we shall haro 

nude 18 snhutantnl on adiaiuo louords Shi KoM 
standard as las al the present timo boon n ado in 
FriRland It our ns«iimptioiis nro lorroct Ihire will 
to a stenlT inflow of gold into tho paper niirror 
re.t'ire such os t) ore was after 1=18 t» a wiattrr 
of fact U o oil) reason fur the adoption of adminis. 
tratiie larinnts from the 1808 policy war that thorn 

was too much gold Tliot is neitlior here nor there 

If the Coniniittefl would lay down a figure as to tho 
proportian of ^old in the paper curroney rcaonn 
winch would justify the undertaking to giro gold 
coins in deniniid when the gold in roserio reschel 
ihit figure — or lliul proj ortiao of the total eircnK 
tifin— tl oil tho Coicrnmcnt should issue a gold eoiti 
on d inand Th it is what I haie at the bnik of mr 
mind but it is w much more teohnieal question th^n 
I ready fiel quilified to answer 

14 S20 Would you not in the meantime giro the 
Oiuernmont an optional obligation to rito tha 
soTereign for rupees as was d>ne before the War? — 
I would certiinly giro them tl at option 
^14 801 You would glia them that optws®— Yes 

The dvRvcwlUes which baie atiseu out of miattng th* 


sntrntgn in Inlia haro Iruken ererrlyyly** heart 
I tbiniC It i* a qii.*ali in to mniider wheil er the 
Indian com rWdl iml lei a j. ild mnbiir ol the sane 
«e>„lit anil /iiirneis ns tl •* s«rerc>j.n mi as to get ri I 
of till ml. rtiiiiial le discuuions with tlio Tronsury 
(Clin Tttamry are rjiiite right from tlieir jvunt «>' 
SJ.w) orir ih<* s-atjl li.hiiirnt nf a branch of the golf 
Mint in thinibsy {tut that I* a minor matter 

11*2!.* In lie Mlionie joti fi-iommcml you ■■iu!| 
l.t I .t any Iimilnliin on the rupee cimilationf- 
tt.U, 1 ilo n 4 riaSls know etioui^b to answer that 
.(Uesii.ui Ttere is a weight of aiitborily •biili snv« 
if S.iu are going to bin) | uji a iruo gold rurri n y you 
must mnlriut or n ii mint put a limit nn, your 
riiiHT nirrrn i tUicihrr that inci liable or not 
I Jo Silt knii* I’lnniislly [ thaul 1 i<e srry InalK 
to S4W— at any rale for a great many jiar* Bhead • 
an» arliCeinl ri strirlion on the adlitions Jemnndoil, 
if Jomaoded, to the rnpre rnirrticy 

Ifsoy IVouIl nil alvi giro tiiclia the le nefit of 
the estalliJiDieiit of a Mint for free coinage of the 
sor.nign or any gull lann that »e imglit fix'— 

I nJoalleJiy and forlbwitli, ertn if it is run at a 

1 1821 That woiill la* a great help m tie ills* 
lilgmeiit of the gold ImanN®— ) think it wniil] bi 
Imunil to be ail infuietue i« btinpng the g.d 1 hoards 
into rirciilation 

14 821 This iliiloilginenl nf poll will, in a great 
measure, afieet Ibe piirrliise of fri-sli gobj f^ni 
foreign miintne*®— It u Isiuiid In inSurtim It Ttrr 
■■•at.rially { ibink 

J4 82<5 Do not mu think that the present large 
Ihuirilaef gold and bullion in Ibe country, m ■ senM*. 
are feoMr a serun, dang-r U» Inlv* ,hi*h wmsJd U 
oi.rialeil by the ririulatioii of goll criinage*— I d> 
not think flat 1 mpuhl U> prrpare<| to say lliat it 
»u UMtuiu* dangyr. thniiuh J uoull accept that 
mT*. *Uh any aiithont* 

Whet irks me is the Iws tif the Indian resuums 
rt.s|.etately anxious to expand 
II «2. Mliat e(f«i baa it on the raloo rf goldf-I 
lake It It must cl en| i n it Do )ciu mean the inUr 
naliona) market or in India* 

In Indm I nm not referring to tho inter 
natmnal market -That is a nuclian^enll, miher 
Ii m * 1 \ •’*“ 7'’“ 8’>o"W put 

Honinfr, Murm, > b o« hare nns* ered 

so many nuntuns on the ,*1,0 that I must aimligisi 
for ..king you one or two more, but, inc.d.ntnlly, 
reas^r. r ^^I-T t'"" •» O"” t'>« 

.1 ‘''at 1® Cd u not a ,1., table 

temtUTusy luU in lbs e,, ort trade, or change in 

II at tho rnlo has dropped bebw 

lo r^l‘. •’■“''t 1» Ol I •c.sh 

„ to you a rejort that has come in bj this 

W e or early « May procipilaled matfopa 

irL.l 1 »!x^'>lstors and bullion dealers haying 

.h.. 

to bus thw rcjoirenicots they being alrcadriieni'ily 
1 <1. m.rl " At 

„.rr 

™. tl. I,,,,,,, 

Bnknown Jnvtor in our market They are always 
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good 80UW I do twt llunk 1 «liouW, tlierefow, 

sj»ti£enl!j Iiiiiit its iiivpstni«?nts 

l4,D20 As regards tt8 business. Apart from imest 
nientA, sou nould not rcslnct it entirely tn «e . 
disoounts® — Oh no 

II 921 'kou iBOuld nlW It to lend ?t>o» o) ? — 

14 022 So (hot to thit extent it might he in con* 
petition with the hsnks*— >1 shoiih) rertaiiiW luAhe no 
pf'^rii.ion flhich mould prerent the (VairAl ILinh. If 
It tl aught neccssarv, from conif (.tins: nilh the other 
hmhs It inisht he serj iieeesniirv (nr it to do «a 
14 921 Ts It not one of the cnrilinal Tirtuoa, A* 
P'U to ua, of Centtol hanka that they do not com 
I ete with tommemal hanks? — It i» hut that dot' 
not mean that thev do not protect the h»»\neas com 
iiiunitv from the hanks, if neces-snry 
14 024 I do not know what the prorlire is at 
hohie, hut 1 tahe It that people often lodge with thi 
Hank of Kngland hills without setualh re diseeunh 

them Thev do not j«U tlio hills to them, lliev 
pledge tliem Tery often? — Aes often— eciry»|, ere 
14 923 The aajna thing would ho iloiio m India 
toc»9—Cert4inly I think what I am trying to sug 
gett 18 quite generfll, j-fgUy 1 aiu not trying IP 
suggest anything special 

14,026 I appreciated sen much the ecidenin >ou 
to the Chairman regaeding tlw useful purynM 
mhicU the Imperial Dank hat been leriing not only 
since Its inciptioQ at the amalgamation, but by tho 
old rretidtncy banks prenous to that | cannot 
personally nsusl'se haw the luiperiaf Ifnnk is going 
to go on dsa eloping and doing «!l that you still wi^ 
it to do unless it gets some pririleges of some d<«-ri|w 
tion The Imperial Daok has niready increased its 
capital, and it hna opened a huedred oew braiuhea 
>n the past fire rears kou hare not been opening 
l»onrtie8 \ hare, ani k Vnow whut a lAMirtnevs oi 
personnel rnenns And I know tbat the wear end tear 
rrhich the bank oIDcinis go tl rough in s proicss of 
4liat description is very material ftliat I would 
like to get at iiuhat you nouUI reall) suggest from 
Jour experieaca, ns a quid pro qvo to the Imperial 
Dank of India for baaing increased its capital for 
banng opened these hundred branches and for 
hanng lucreaied its Dead Stock rerr materially, if 
>t IS going to drop bock into n commercial bank still 
desirous o! opening branches and derelnpmg the 
hanking habit, and yet not Iiaring the Ooaernmen' 
balances and other pcialleges which bsre been 
Acrarded to it u> the part Can you aiiggcsr hotr no 
Can arriTO at a si) nirdio ns regards getting the use 
c.J Co'eTiiment InlMices Item the Central llanh «n 
Certain termsP^ — I do not think I esn suggest a 
topana because X do not know enougfi nliont it It 
>3 very much o domestic question Sly hope, 
Certainly, would ho thnt the cajWmercial side of tho 
Imperial Dank would he continued, that the policy 
•jf opening branches as fast as conreniint and at 
tenerallr as eonrenient, should lie eoiitinned Eren 
If it IS not so in the first few years I hope and 
belierc that in thi long run that ptdiey mil bo 
extremeW profitable to the bank and extremely 
beneficial for India 

34 S’? That i3 a icry ptour expression of oi inioti? 
— Hint IS quite rigbt Althougli I haro no know 
ledge OS to the quarters from whiih the eommercial 
hank would obtain the deposits with which to do 
this partiriiUr business I cannot cuneeiTe that in 
a community of the size and wealth of India there 
ooiild ho nnj difficulty in getting them Tbot <5 all 
I can ssy 

14 bO"* 1 d> IchcTB we are worhinR now an Iho 
right direction and thnt the opening of tfese 
branches in India has been tho eery beat thing that 
could have leeii donsed (or o sjstem of banking 
in India It is because I fecI stronglr on that 
point and it is because I agree with all that you 
have said alreodi in evidence on the point that 
I am a little •Inbious as to the future of tho 
Im|verial Dank or the commercial banks ib Isidia 


without Ataistaiico similar to whnt that bank ho' 
Wn IioTing in the past?— Aosistancj in the way 
of deposit Soil nuan? 

14 929 kes?— *ti)ujclliing ol Ihrl kind mny be 
nerwsarry, I lannot oav 

I491Q I uondvr if Sir Clmrlet \dJi« cm help 
us from Ins Widu ex|iricnre ns a practical banker” 
—(Sir ( korlra ,ldli>) kour diffiiuliy i' that the 
Oer cwrurncrnal hanlc mil not tn< nhlo cunipetu 
with other mmmircial banks betauM? of its Icing 
orcr ca|iilrli«nl> 

14 911 That IS one ilrnt I lad in niind°— If lU 
cat ital weru redoctHi it would lie able to coinpete 
14,0.12 Probntilr to A (Cftniri extent, hut we must 
keep tn view estiatisinn at well as tlio mere earning 
of dirideiiila I am not looking at it from a diiidend 
earning point of new nhine f am tespiiiE m new 
the wwter MMI8 to which the flovernor has referred 
in Ins preiiiuis eiiiopci, aiil ahicli we all hnre in 
front of US, more thui unything dLm — Uut the 
londition of expansion is that a hank ihouhl lie able 
la operate on n profitable hnai* 

ItllJk <2iii*e si— Tl© new h.uk would be iii tbo 
same jioaition to do (hat as but oil er comniorriBi 
hank in India proruUns its capital Uiro a proper 
relation to its liabilities 

If 931 If I way soy *> prerioux to the formation 
of the Iniperia) Dank, there was prnctiealle no 
e'lanMon of I unking in India by the then slrcadT 
evtulAidieiV Vwnk^witk i>\\ dne respeat to tk© 
genthman on my left The pxchangA ImrIcs 
ojieratcd oiilr >n tW big eentfet aiij mil cniitmiM 
to operoti ©nil m tin big centres The Iinporinl 
llank hs« acted as n pioneer and has gniie nil over 
Imlia They miuv earn o dindcml or ihev will not 
Im alle to continue doiog that tVliare u the imluc©- 
ment to them f > foniinuo? tVhere are the ra(ili.tiB^ 
to Iw giren to them to expand buiking in India 
which IS what wo all desire?— The condition, T taka 
il from yon, is link ihak expaii'ioi ran on?* be 
ocniered be means of a Goreriiment subsidy It 
that aour proposition* * 

14 933 I do not like tho word " subside ’’—That 
IS the form winch iti inbstnni.-© it must lake lUtlier 
tmwVing » inraied on m India under such condp ons 
that u tan earn nufficieot profit to eii il le it to 
eateod or the economu coiidiiioax are such that 
hankine cannot be exlemln) wnhoot the help of a 
sobxidr Is there any alternatire to that? 

Il'l'W That IS a point on *liuX 1 desire jhe 
bcoefil of joor exi<ericnre as a banker’— I am not 
aware of any other A bank must either pox jtt 
own war, or have its w»v paid for it if it is to 
extend I can see no nlterButive- 

IfTKlT Hare yoo kad any ex|ierienre of hanking 
in Japan?— Ao, not direcfJv hiit I ham heen m 
d>se contact With Japan for many jears 

14 mi Is it not the cose lint the Bank of Japan 
has an arraotement with the kokahnma Specie Bank 
wVeret.* it has gnen certain dntie.s to the kokaJiima 
Riwci© Bank to perform and il gires to the 
lokslama Specie Bank a Urge proportion of lU 

Roierninent funds at a very low rate of interest 

something like 2 per cent Arc ion aware of anr 
thiws at that deaeTiptionf— That is nn instance of 
what I mean by Bovernaient aiil sidy There nro 
many xa" in whuh n hank can be avisted but 
flier all come back to this that Mmelwdv has to 
fin.i the money either in tl c form of low roles of 
.ntenst free bataneea or p»y„,on!s for serriee, 
rendere<I 

r'‘"''‘‘cal proposition in the ease 
uf bank, operating ,n India’ Bo you think that 
«• banks opcrnting in India wouH object to the 
OenUal Bank or the Gorernmeut of India giTtnc 

tacihtieK in the shape of hard cash or other con- 
ressiona to the Iini*erinl Bank to enable her to 
etmli^ th* E0O.1 work it ha, been doing ,n tho 
banking m India?— I slioidj not 
cwre if I were the Government »l elW the bank* 
(hjected pr Dot If niv oonxidored pobev were to 
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doTcIop banking in the interests of India I should 
look upon that as n function of OoTernment and 
disregard any protest on that ground 
14 940- lou would not listen either to the Fachsnp 
Banks or to the indigenous banks coming forward 
Bnd saying “ Pririleges oro being given to the Im 
penal Bank, which, after all, la only a commercial 
bank, which nro not being given to ua ? — 1 hope 
1 should be reasonable in Iislening to criticisms Sir 
Alexander, if they were well fonnded^ — as, for 
example, that the subsidy was being given wilboot 
an adequate return or that the policy pursned was 
not in the general interest Criticisms should be 
considered but I certainly would not, if I were Iho 
Government, allow myself to be dictated to by any 
bank The national advantage to India as a whole 
must b« tho primary, and the privileges, rights and 
freedom of the banks only a secondary consideration 
for the Government 

14,911 Heverting for one moment to tho question 
of the Central Bank, as regards the rMooneration 
to the Central Bank I take it you had in mind some- 
thing in the nature of what is being done m con 
nection with the newly constituted Reichsbank m 
Germany Do you think that the principles now at 
work in connection with the Bank of Oetmany are 
applicable, say, to a Central Bank in India?— They 
are, to some extent, applicable, hot the canslilntion 
of each central bank must be determined by the 
eonditiona prevailing in the coantry of origin, and 
they vary very much I think all one cm do at this 
stage IS to lay down on general lines the governing 
principles on which to proceed I see no tetson why 
for example, the Government in setting up • central 
bank by enrtailiog its freedom of competition so as 
to enable it to act as the Bankers’ Dank, should not 
drive as hard a bargain as they please with regavd 
to terms The Oovernment remaina responsible lor 
the currency, and to entreat the bank nith the eole 
right of isine and rentiol do« not vn any way impair 
their right to make such charges as may seem to the 
Government proper in the cifcnniitance* in order to 
prevent an nmliie share of profit tccrning to tbo 
bank The terms will be a matter of arrangement 
14 942 Speaking from your experience on the 
Board of the German Bank, do not you tbink what 
IB being done there is a workaUe pTcptoitioli?— I do 
not want to speak dogmatically about that The 
German Bank Jiai been in existence for less than 
two years and during that period it has been pass 
mg through on extraordinary period of chaos from 
which It IS only gradually emerging I would not 
like to give an opinion just at this point as to 
whelbET tie statutes of tho German bxok may not 
nqiiire modification I rather think they will I 
should Lave thought so in your case also and that 
consideration seems to mo to miligato the fw™ 
natural to engaging in any new enterprise rech as 
a central bank The original conditione wdl nave 
to be adjusted and modified in the light of wipericnre 
until a satisfactory working basia is attained 

14,913 (Sir Alexandtr Jlfurray) Jnst one more 
question in connection with the cover of tho note 
issue The Governor, in reply to Sir MsDerkji and 
in reply to the Chairman, indicated that a percentogo 
sliotild bo in gold and a certain amount in 
exchange tVouId you agree with a certain per 
centage being held in silver? 

14,944 {Chairm in ) May I remind you of Uio pm 
vioua nnswer to that question “ As to the silver in 
reserve nliat is your view os to the desirabili^ of 
there being a holding of silver in the reserve?— In 
tho ahstract I think it is not a desirable security, 
but if by law or by custom silver is legal tender or 
in general use, I think it would be proper that a 
moderate amount should he held in the reaevve*' 

14 915 (Sir Aleiunder Murray ) It is ansing ont 
of that question that I was raising this point 
teheve in t 


to bo held in silver? — {Mr Montagu Norman) 'We 
are allowed to hold silver bullion 

14.946 Do not >ou think in the special conditions 
of India with its great silver tradition, it would be 
reasonable that a proportion of the metallic reserve 
might be held in silver? — It wonld appear to be 
reasonable 

14.947 Would you indicate a fifth, or some such 
fiigare? — No 

14.948 It IS a matter for consideration? — Yes 
(Sir CAarfes Addis ) I think in considering the 
resene you have first to take into account the 
necessity of protecting the exchanges Glearly that 
reserve shonld be in gold, or in gold secnrities Tou 
hare also to taka into account any internal drain, 
and that reserve might, to a considerable extent, be 
in Sliver The amount ought to be determined by 
the volume of currency required to maintain the 
stability of the price level at any time IVhether, 
ID order to assure tbat, tho silver in the reserve 
should bo one fifth or one fourth I do not know 

14 949 (CAoirni'in ) Dues the Bank of England, 
as a matter of fact held any silver against its nates ? 
-^Wr Montagu, Xorman . ) No 

14950 (Sir Alerondsr Murray) Bhat about the 
£7 000000? If the ajnalganntion which is spoken 
of were to take phes what would bnppeu to that 
£7 000,000?— That question rsasins for future con 
xidcration 

14 9S1 But it does exist even in a gold standard 
country like England?— Yes 

14,953 They do now hold £7 000,000 silver in 
reserve as cover?— £7 000,000 is held against the cur 
renry note issue 

14 953 Id a gold stniidarj oonntry ?— As Sir Cb-irles 
says, It IS not reikoned la the gold cover?— (fir 
CAorfes Addis ) It IS included in the fidiitiary 
portion 

14 954 H tan he reckoned in the Bank of England 
reserve if emalgamation takes place?— (fir Charlet 
Ad/'s) LegsUy it cannot, practicaDy it u ncA so 
reckoned, and is not likely to he — <fi/r Jfu t ign 
tforman ) fifav I «ay one word, Sir Alexander? 
There -ire two tilings winch have occurred to me m 
nhick I (hoiight perhaps you had misunderstood me 
a little Tie first is in whatever I have said last 
lime or to-ds} on this subject I am only trying to 
state princllles and 1 am quite convinced that the 
piinciplee of banking oro djnaniio and not static, 
and will liave to lie developeil and frequently modi 
iivd That u the first thing I wish to say because 
1 thought perhaps on that you had misunderstood 
me The accond thing is this I believe it to he 
enormouslv to the advantage of nil the banks m 
India that the habit of banking should be en 
wHiraged by tho spread of branthes — the inducements 

to save and to bank sloiild be pushed tlirougUout 

India by the Imperin] Bank if there is no one cliie 

to do it It IS not a competitive thing but it is 
for the advantage of all in my opinion 

149 m ('fir A/exnnAer Muii-ay) Thank you very 
nmeh 

14,956 (Vr Prttton ) In defining the function of 
Uia central bank you said infer I'lii it slould be 
the bolder of all Government balances the liolcler 
of all reserves and then you emphasised tlie all 
reserves of other banks and branches of banka in the 
country I take it that yon mean their cash reserves? 

— Neceesarily cot merely that portion of its cash 

reserves which a bank may elect to hold in India 

14%? Take a British bank with a head office in 
Londem and a branch in Bombay What do you 
intend the central bank to hold? — I intend it to hold 
a reserve commensurate with the liabilities of the 
branches which the bank has in India 

149S8 Then really we have to modify the " all 
to lb* extent of the percentage oonuneoaiirate with 
lb liability in India^ — and not all? — B ill you give mo 
the paragraph? 

11959 It IS No UA^l?— I do not see that that IS 
WTong It seems to me to be right 
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aad Sir Cbislu Asms, KCMC 


Fmtwn&l Bt&k. If coapled nth this joa bear ut 
mind that these braacbea are Dot pacing for the first 
!«» 3ear«, I hope yoo Sir Charles as the head ot 
an itoporlant hank «ill agree that do bank Toald 
unjertate thie nperainn unless yoo offered sotne in- 
dncement- A hank rould not uodertaVe it merely >n 
the interests of the oounlry — at least, no cotnmcmal 
bank vouM undertake it” — Banks ar« not philas 
thropic institutions of ronr^, hut it is common 
eiperwnce that it lakes some years for a oeir branch 
to par its vay There mar be a loog period of 
sterile activity before any direct return is rereired 
The isdirert process is that the moner as it cornea 
ID ffoTS srhere it is required generallr to the Head 
Office and u there put to profitable use A branch 
mar be receiricg deposits and shoving an apparent 
loss It does not folio* that the honk as a «hoie is 
losing 

]4 9'^ Just as a hank is not a philanthropic in<t> 
tutiOQ so IS n GoTernment not a philanthropic insli 
tutiOQ including the Gorerninent of India, bnt tie 
(ioremmenl of India has the patience to vail nnti* 
results come in in course of time, from Ibe ranoiu 
branches and 'run the activities of Ibe Imperial 
Bank of India The rtrongest objection taken ts that 
the Injpenal B^nk is a conimercial bank, an I there 
fore »e must have a new re««n-e bank for note l*®!* 
A new re«erre hank means taking away all tie 
Coverumeot halance* from tie Imperial Bank There 
H therefore, nothing eli« with which the Impenal 
Bank can carrv on its picvnt actlnties tntbooi 
eenonsly inpenUing tho interests of its tbareholjers. 
In thase circnirsUnrei is there any chance of tho 
Impenal Bsnk continuing their useful actmly 
regariing new hraniles? Dow not this matenaUv 
affect tl e q lestion of the ideal which Mr Coverooi 
has lot iiefore us to ae lo enil local cotnlittcns iP 
India*— Toil at pear to me to be putting ferward ae 
IiTiKktaeiiia whirb nay or mav not be correct 
15 000 liCl ns tike it on the basis of hypothesis — 
1 will pr o ce e d ts di<cg*a it Tou assume that afte 
tie separation of tlie banking functions eonditions 
wtU cm static nnd f-iracast the future aceordingly 
But sarelv the fuinre of the commercial bank would 
depen 1 in 'he first {lace npou the managemen. 
upon the enertrr and skill of those who rondort its 
0|>erstians, an 1 the r cspacitv to recure in rorapeti 
tioQ with other institutiona, the business which at 
1 ressvis they di not peneess TVhether it is cameil 
on at a prefit or at a loss will depend upon the 
wisdim with wnicl it is guideil Ton would admit 

that? 

IS 001 Oi couise — The bank would be or ought 
to be the nothor or its own fortunes in devetoping 
a profitable trade It is of (he eieeni'e of banking l« 
look ahead to be coirteut to work here so I there a» 
a loss so long as the tendency of the butiness is lo 
advance to a profit-naming basis 

15 00" If the Imperial Bank aaid at th« present 
stage, where it has got IW I ranches that it would 
slop and not do any more espansion saving to Ihem- 
setvea ' .VTe will now wail for 10 rears until alt lb»»e 
branches begin to pav and bring m profits, making 
up for tho losses which hare been entailed,*’ one 
rcmld understand it Hut what the Ind an puhli** 
eepevts from the Imperial Bank as one witness said 
■1 not lOO i^ninrhes but 1000 braschco, ar 10 000 
branches— and he named a higher figure stith fs not 
this a tin V of the Imperial Bank ven iispoTtant to 
tlie country oi would von be indifferent to their 
slopping at Ifit branches and ronsolidating their 
position? — No I think branch development u of 

J.fXU Ton would Iiko t) cm to hare 10000 
branches*— I wrnld 

15 <XU Biw IS that gcing to be done* Before th* 
ICI branches become paving tfere would be SjOOP 
more to W opei r-i and before tl-e S OOO ham became 
I aving there wool be another S 000 to ho opened 
Is Ih ir aiiT a leinative Jo what yoo eatl tbe auh- 


*«ly' haviug to bo continued* — I have such con 
fidetu'e IB the rcaournrs of India aad la tbe develop 
dient ol its baoaing svstem that I have oo dcuht as to 
the result It IS ubIv a question of time The degree 
of iinpcrlance attached lo the elemest of time wiJ 
bo ths measure of Government ttss stacco — (Jlr 
Jfmif lyu Aortnoa ) If anv 
ISOOii The esteiit to which this should be pushe*! 
forward, and tbe speed with which it should b« 
pnehed forwarl is a matter not admitting of any 
diffefcrice of rpiion Ton vourcoU aaid a few 
mnotes lack },.ia would like the number of branebev 
to be mnllipii*d fire timcv* — f^ir CAorfes AJJis i 


o do that srrthout 
't suggeeted that 


be'iei expcneiws with regard to its new branches 
than It has had tip to new* — { rancot tell 

13007 Tfcereforc supposing the Impeial Bank 
said “ Be mus* only pay dividends at tb> presen 
figuir,’ how t« It even going to •*' <i— * — •> — • 
OoverunieRt assislanre* — I have i 

15(03. No. Then I coma back to this point, that 
come sort of subsidy is necessary for what is called 
tbe fstnineietal aspect of tbe Impenal Bank if that 
important activity of the bant is not gmng to be 
stopped TTonJd you agree with that?- 1 aay it u 
a qoection of degree It vunld depend upon a 
vanere of factors snch as the skill and aekivitT of 
(te BJjiageiBeiil, or the period of time allowed by 
t^to Cuverenieiit for tbe accomplishment of the task. 
Sabiect to tbeee coasideratioDS and measured by 
ft ?’.v* (thoogh I do not knew 

that tbe Goreraer would agree with me) that some 
degree of OovemmeBt assistance might be justified 

IS CTO We will credit the sanagement with the 
»»e ^ee of eJfieitMy and skill ai they have ex 
bibit^ e»tl now We snll not gn mu, that *ay 
fviber With that degree of efiuency you agree, 
tf this KtiTity u to be contiaoed, eome sort of what 
Tk” *** ^ M«*»aty to mawtaiB 

thtt P»rt of tSeu activity?— Are you aot again 
Mununs that coeditiosa am to remain tbe wme* 
js I oaderstoed the proposal of Mr Governor, it is 
that, Ibe separalmii hanng bemg made, the freedom 
of c^^aJ «m^iUon wiU pass to the Onmacmsl 
*>« eiren a capacity of develop, 
iiient wlu^ ,t does not pcescEs at pr^at. 

15 010 T^t is as far as existing banka are eon 
corned. I did not osderetand Mr Governor to be 
eipevtiog that sew commercial hanks wonld be start- 
ing 10 India with the withdrawal of Government 
JTl ^ *“P*"*' Bank I do not know 

If 1 onderst^ him correctly— .No my point is 
m V POrti'*” the Commercial 

Bink. when establubed by Itself with fuU freedom 
»o longer 

t* ■ P*rt of the present Impenal Bank 

Imperial Bank would 
l^n to aUe to make larger profits m ,ta eommereial 
« J* “T ceatrm like B«iibay, 

t^cutu, Madras, Karachi and Rangoon, than it doW 
generally the power of the 
bosinees and to com- 
■? Vv XKtituUoas would be increased 

?«» expect that tho Impenal 
wifl show better resnlU in that directiM*— 

leOli Altbough tbe Imperial Bank would hare 
fmoii^hle competitors la h.^V,... mstiintjon* 

eaUhlisbed, you think thattoWoperial Ba^ 
Iwt r^‘“ competition id those phwe#?^ 

think fair «mpetit»n is the be.t stimulae . bank 
can have I regard it as an iniporUnt factor m ila 
pregtess. * i*v“w lu lu 

ISOU 1 hare no doubt that competition la moet 

cvSmuuitv tTto 

-nflilution, hot wtotber that 
would mean larger proSu u (he qoeslioD 
.r \ »" Would It lead to tamer 

IwufiU for the Imper.al Bank»-I hare had a ^ 




MINUTES or PMDENCE 


fn&nj onco bit bnvQ bcrcr (quikI tbit 

(k r cotDl>«l t on Jan ai^-J the ntere ta e Ui r of tl e 
comu un tj or of the ha k 

15 015 1 r fits m be all etej eaen by fa r com 
pet t on i th< URht co upet t on generaltj rejurod 
profU— I bcl ero tl at to be a prufoum) m stake 
1 rofiU in tho acErettW mac bo c lortno mlj ncreased 
by tlM) rehtiae aJranta^e ll at romprt t on c *ca to 

aW tj (ifr Ifontng » Normnivl So do I 

Io016 I vouIJ I ke t ir J up thia part of the 
matter w Ih th a remark I »onder tf yon voaM 
agree- a tl t or not I tho ceneral q mlion of 
rorreney and Bnanr* for InJ a tho q Ml on of IV- 
•krelopment of bank ng fa I tea n I 1 a plays a 
Tory ixuportani part ami tho a tint eo of tho Im 
perut Hank tn that d reel on can bo looked upon 
aa rery sal sfarto»7 np t U no» an I at onM t* en 
conragedf—f^ ' C**" *'< dfWr) I regard lie de 
cel pment of bank ng in lod a as of great impotl- 
anc from tl o po nt of ? e* of the currency a 
ronntcrpo «o to hoard ng an ineenttre to eeooomy 
,n the oso of e rrency a ft mfl a to pr cate aac nj. 
iial incealment in interest l*ar ng aecnr I ei nstead 
pf gold It *0 H tn t gate He n enaeo to tie 
rurrencT of the sWer mpee It •»»* the feat of a 
r M la llw pr ee of a leer ahieh was partly re-|>on 
f bio for tho rupee be ng fiswl on the Statute Hook 
at an esehaisge of *« In all IIq«o ^f**'?"* ***^ 
Icrelopment of tho ta k np ayrtem alould bo a 
rei. lar part of the pol et of tho Coceroment of 
led a TiTietl or tho In i enal Baok earr ei that out 
sat sfaelor ly 1 atn i ot in * pa* t ao to offer an 
01 n on . , 

loOI r was onir referring to the act *>t «« of 
tlK Imponal IlinV w ih regard to open ng bianehea 

• I kK St th np thry hare done because be fltaloto 
they aere expoctM to do so It la not that I ain 
ask L you to g TO any cert fleato to the Impet at 
pank I am only itatiog tie facU *nd ask you 

* letter tley hare not acted op to their part and 
tS*T»l« tley hare not done * oaeM aerrito in tho 
a reel on *h cl Ixith you and I approre off— Tour 
q esl OB I as really a qua! totire as well as a 
q ani lat re aspect 

loOlii Then let ui deal w th tlK-m eeparalelyf— 
Is regards the q ant lat ro aspect I •« «*• 
t s a goo I ll Dg <0 open branches so f ar tt ey bate 

15 019 That ta quite cloarf— Whether the braoebee 
} ace been opened in tl o most aJrantageoua quarters 
or whether w sdoo has been shown n “6 •" 

order of importance and urgency the most profiUWe 
eeonom c centres to bo aerred is a po nl on wb ch 
I am not competent to pro an op nion 

lo CfO Tou are not n a pos t on to d scusa that 

'^is’wi If there was noth ng strong wh rh coull 
1« urged aga nst it you sro Id agree w Ih nie in 
tie qudUtre t art alsof-My answer would be 
q .1 by my nformsl on .s to whether tl . act on 
token was wiso or unw so 

ISfrS. Suppos ng I put It in “ X“^_ 


question tho propr etory interests of the Icnper al 
Hank a si srehoIJers si ould ho safeguarded so far ns 
thee may he compat ble w t) tl e broa icr quest on 
oftlebMt ntcresta of the rountr andtleStato? 
(ITr Montar/i Norauin) t th nk n the Echeme 
wl h I tried to espla n tl o sharehoUlers nterests 
are not jeo) ardy WI at I meant was tl at what 
ll ey lose on tie one s de thoy ga n on the other 
That u the specihe ceason why I suggested that 
whaterer fresh cap tsi m g) t be Dcccssary should bo 
offered to ll nse wl o hold the ex st ng cap tal and 
thereby so far as I can tee if they lose anyth ng 
on t) e ea st ng cap tal they w 11 ga n t on the new 
I5(kl5 If it was contended that a few si sre- 
hollers may not be able to take np more than the 
ex st eg cap tsI the r psrl culsr interests should not 
affect ibn dec s on so far as iho main intecetts of 
the ro ntry and tl e State aro concerned P— I should 
th nk generally tl at s true- 
IStTM (’Sr Itegn/il! iinnt ) Among the cate- 
gor es that yon would exclndo f om tho d rectorato 
of lb* Central Hank yo i ment on pol t c ans? — les 
IStm CoilJ )«n gre s a v dps of your 
deSn t an of that term? — I th nk Hat defin ( o 
eh Id bo alapted to I'lal err m tance I an 
sure It must be an express on «l cb a well k own 
n Ind a 

15 0*9 The term a rery w Irly i r! in Ind a 
Tier* are a number of i ol t cal actint es there qu to 
entsde tho Gorernment and a n nUr of pol t cnl 
aasoc at eni I wonderol wheller yon otended to 
del ar o embers of tl ose assnr at ons from tl o 
naoagemeBt of the bank f— I do Dot know enough 
about tho eond t ods S r Jleg nold to ansasr yo r 
quest on >n dots 1 1 am afro d b t I do ntond to 
eicludo thoso pK-pIo whov pr mary ntorest in 1 f 
s ta <1 to be pol t n 

15 (rN \ou suggested that 40 per cent of tlo 

soterro aga Dll nolei should be I ell n gold Mould 

you lay down tl o max muta pereentage tn the ba k a 
clarterf No 

15030 No percentago at allP— No 

15031 hou wonid imply learo that to tho do 
erel on of tho bank? No I th nk what 1 an d waa 
that 40 per ceot n gold or gold secur t *s shoul 1 
be the ID n oiuDi 

1S0.T* But JO would lay down no m n mum of 
gold* No 1 do not ll nk su 
IS033 kou th nk it would lo snfe lo lexvo that 
e t relr lo the discrrton of the b nk’ — Certa nU 

I do 

15 034 Wo 1 1 0 1 oil tl 0 mH hold ngs enl rel 

n I da’ 1 sho II t refer to leave that to the 
I restorale The q est on wuull besubjxt to any 

*15 035 They would be free to lold it e It or n 
Ini a or in London P— They would be f re to hold 
t wlere they Iked I th nk on all matters sub 
as that the Board should be given I) e utmost 
Ir edom 

15 036 fiuppos ng they adopt the pol cv of 
ara rug n 40 pcr cent reserve of gol I do you 
■ - - wo Id bo any d ITc Ity n the r gett ru. 
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15 039 Ym \1ou 1J you rtwuw.’n'I ll*»t Hw 
(•o.oriimciii rfii.iilil rolAin iio»*iwon o( tW v****-®^ 
BoW n^rvu of £10 000 000 »n» hmlt up in 

order lo pfOTido ft|,A5n*V I'lc dermiAlSon t«* 
Bilvor fui<p?— 1 An. not faii.ili«r *itli Ho poaition 
IT. deVnil but in K'n<t»l X HiooW cot W twooimouu 
I Uiink Hint bLouIJ gn to tho bniilc 
15, WO XSoull \V not W nwanafy for Hw Ooitm- 
merit to hold tlio rewryo ai;i»iTnt the»« reanmUnl 
The C>QTi!rament» under your achemo, Naa 
to tnke Hum if icjuircd hy Hi* bank, nnl proildo 
guhl or gold WM-iirilica in their |>laeo Tho (loaefn- 
lumt woiiKI haie to maintmn n rencrte, wonM it 
not, ngninat auih commitmentaf— 1 do not think Ihnl 
any esiilmg nserve* ehould l>o mlhlnU from the 
C.-ritr»l Rank for that lurpone The Goaernm.nl 
hns reciiioil full laluo for any rujn'O* uhuh it »onil 
now hire to take orir Imm tho LanV aiwl *OoU 
-It tnigli-t t«K.ot\t wunHilruf. for the tilter '«h»th it 
would sell It la only a question of dvUil, at anv 
rate 

15 011 Then lou conlcuiplale that tie Ooternment 
ahould well the twT|dua aiNtr a«l pot hoM itF — No, 

I do not «>nUmi'lalc oin or ihi. otiiir, hut t iiritionie 
tliere would bo a Uroit to the amount wbuh they 
would wuh to hold 

X5,(M2 At t*>® holding of utter in tl.« 

eurreney re-«rro exeeeda $0 erori'e of rupee* It •• 
between PO nnd 1)0 croixeP— X«e 

15 013 1 take it you would eoii*i<hr (hat excowiite 
for the hank to laVo oierf— Very 

15 (HI hti that tlie Oonnioieiit wo.ihi eiHnr have 
to hold It or aell tho aiWerP— Xea 
15 0)3 1 uiideralowl from your orilicism of .be 
original •chcme that you did not ewimmend the 
Oorerniueot t«»«ll a largo quantity of aileerf— >ly 
cnticidn of the original Kletno w»s that He it“ll 
propwili were linkeil with ailret propoatU et anew 
oatenl Ibal aalee of ailrcr would neeOMarily break the 
ailnr market 

15,Of6 And it woul I do »o iiiwlor Hie •elieme which 
jott hare put forward lo-JaeP— •! hate not dealt with 
any silver— at least, not directly 
15 (V17 Xou suffbest that the bank at'ouhl only boll 
a imaU amount of ailrer, and you suRgcsted (hat tho 
OoTernmenfr ahoul I bo rtepoiisiWo for drawing off 
tie Aurpina eupplira of sdrcr Tbero to at preaent 
under this proposition n considerable adrer eupply 
which tho (lOTornment •nmlll hire to lioM >n twmto 
orelnosellit and thereby upset the silver marLetP — 

1 coisider Hint the bank should hold only a scry 
moderate reserro in ailrer Ailrer is token roinsi;r, 
and that IS tbe afT-iir of the Gorernment If the 
silver roinaRo in tho hands of tbs Bank is 
rcduiidsiil, the (lOTornmeit should take it orer If 
It IS short, they should supply it They do so lere 
and in practically every country That la either by 
Uw or custom If \t u necessary for the Covein 
nicnt to do so in order to discharge lU obligatmn, 
it will continue tbe present policy of holiliog such 

15,018 But the policy wbich tbe CovemineDt faai 
followed in tbo past has been to build up a rrsorre 
f md in gold from tho profits of the silver coinage, 
nnd to carm-irk that fund against tbe pe»bla re- 
dundvncy of silrer, and against having to withdraw 
tupecR The question I -wked was wbctber you con 
sider tbit the (ini eriiment should cantinae that policy 
and maintain a reserve against the rcilandanry of the 
rupeef — I do not really feel I know enough about 
that but generally sponking, I think the responsi 
hility for tho silver coinage, tbe rspee, must coDtinne 
to be that of tho Government only and that, m fur 
as concerns maiutaning a reserve egunai that, I 
think It IS a question for them I do not know 
15 0J9 Bo joii not think it wonhl bo pnzdeat for 
tbe Gorernment to maiotaim a re«er?e agafnat a 
large and uncertain liability of that kindP—I do net 
know I have nevec bad to -Jonevdet VWc uaaAtei fnm 
that angle 


mail) (Sir JlrgipaUl J/onflTlen 1 will not 
^{OUlite you further with it 

JSaxl (Sir Jltnty .S/rutoich ) Ailppoamg that a 
111. w central bonk wira set up— an cntirily new and 
oeparato jnstitulioiv— couhl you giro us ymir view* 
a* to what the tapitnl of tbit bai k should lw»— Mcll, 
I had not iflteiKlevl toexpfoss «'iy »i'w on Hiia, but 
It owurred to mo while hir tlcxander Murray was 
sircaking that tho figiiro wliub ho named, vu , li per 
of tU liahdilics, aecmcl to mo to bo about 

ri/thl 

15,052 (?«r Mrnipil'r J/iimiy ) Tbe proj rielori 
capital and reveno at the vrveenl iT.>mt-nt nptewetit 
atunit J2 Jief iwiit of tbe total oweU or iiabililiea of 
tV© I ank as ahown in tlio batinco slieot 

ISOit (^»r //rary ilreloith ) It M very difileull 
to UMWis what tlvw fvilure dept«iU of tho new bank 
BiU U Tli» prrs< lit capital of tbo luipcrial Hank, 
I aRvterwtaUil, la aloul If trores 

1S,0M (SVr Alcrowlrr ,Mum»7)Tli« suWribed 
4 vpital of Ho Imperial lUnk at tbe prenent time 
„ IIJ ernre*, and tbe {aid up rapits] u S erorm 
tti lakhs and 60 OOO rupwo Then there is a reserve 
lalongiKg t» Hie proprietors of 4 ervree f>2 lakhs and 
V)Cl« rupees 

15,055 <5<r Jftnrfi BlrakoteS ) XlouM you regard 
|P crore* paid up cajiital as anllieient for that bank* 
.-Well, 1 dn iMit Hunk 1 can an>uer the quealicn 
tO that way I think I eoiihl only suggest that it 
slinvill l« an amennl bearing somo relation in tho 
Itabdiliea wbich tbo bank was cx{eet«>d to baro in 
the near future 

15050 lull would say that somelliing in tho 
i(eiehhourl«iod of 141 l‘er cent «E tho Uital pruspec* 
(•TO bahilitici in Hie iinmedialo future would lie 
aiks|ualcf— 1 aliniihl lake some such fgiiro as that 
130>7 Moiilil you rrcommsiid that it* sharoa 
aluvild bo fully pthl up or partly paid upF— Per* 
soiially 1 thiek in (ho rose of a central bank thev 
I ad loHer be fully pud op 
13,(<0A It was su(;gertol wlicii you w«r« examined 
earlier that il would not bo a pro{>er thing to offer 
to tivo sbstebolder* of tbe present Imperial llanli 
tbe right to culiscribe for Hi« sbpre* of a rival bank, 
the new ceutral bank Wing called the rival bank 
ttookl you regard this new ceutral bonk as really 
a rival of Hie Imperial Dvnkf — Not at all In fael 
1 should bi^io that tbu relation* betwcon these two 
(asks would bo exlremclv closa and cordial, just as 
1 bopo that »imilar relation* would be developed 
between tho new Imperial Dank and all Hie other 
banks in Indii 

16 059 Is « not a fact that all Hie modern 
rhartera or statutes of central banks closely defin* 
tbo operations of time© central banks, and that, 
taking tho limitvtion* that are put upon (huso 
fcntral bank*, they rannot really coni{>et« with an 
ordinary commercial bank I may perhnp* quote 
one or two of Ihwo liiailation* Which are uaaally 
put on central baoks^—By law, do you meanP 
IS.OGO By law or by custom In these which baro 
Iwen more recently cstabluhed Iheso principles have 
been laid viown id the charter, and Heret-jro are. 
sutatory Ono is that they are debarred from 
making iiiisecurwl loan* or advances, from drawing 
or accepting bills payable ollierwise than on demand, 
and from accepting money on deposit for a fixed 
term, or wllowing intertat on credit balances on 
enrrent secountf — Xes 

IS 061 Du not those condvlvons alone throw tbo 
Central Bank entirely cut of the field of competition 
• ith tho eonimereisl banks?— 1 think thoy do 
15 063 Tlierefore, a true Osntral Bank established 
on principles that are now reco-vtiised as sound 
not m any cirentolances be regarded ns a rival 
to the Imperial Bank, especially if that bank is 
Pvesent Testt«tiona?-lt coaid not 
15 063 In your experience, Air Governor regard, 
mg the provision of capital tor central hanks jn the 
mm veeent past, va at wot a tact that in every 
ustaace the capital was quickly found, and that the 
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iliarea of fliow roiitnl liaiik^ \cry ([uirUr ro^hed 
a liicli promnim »!)<»o<leir |nr mIuo? — T he cipitnl 
HBK pitlier immcdiilelv or ijiiickl; fount) and id 
etery case wall wlnth I nni fnuilinr ihe premium 
wfli cstiWi«licd 

I'lOUl Therefore it is reiilh fonfcTrinc ^ prm 
lege, an adriintiige on the proprielnrs of tho 
Imperial Rink if Ihcv arc ginn tie right to snb 
K-ribc for these elnres at par? — On the propneUMrs it 
l> eeaentiallv 

IS or/) ds it not n firt thit there is hardly a 
modern Slate whose etonninic dcrelopnient is pro- 
grcssire which has not established a reniral banhine 
systemP — ta far as I am annre there is not one, 
and I think I niaj go further nnd say all those 
ronntrics which hare progrea-ssl most <)uickly, and 
II far as one ran judge most permanently aith 
reconstruction in the I lat six or eight veara ore thow> 
where you haro had a strong aud independent 
CViilral Rank 

15 0CI) VoiiVI you regard il ns rmro important to 
estahlisli a si'leni on those hoes rather than eon 
centrale on the idea of developing branch hnsinessp 
tn other words, m it not more important that a 
I'oiinlrya credit organisation should be placed on 
what practice has shown to be sound lines retber than 
roneentrale upon szpnnding the coismemal hanking 
business by way of cetahlishing branches*— I am in 
fniouT of expansion for the comniorcial bank as part 
of Its general police and of the estaMishment of 
credit organiaatieni on the lines that you hare men* 
tioDcd through the Central Rank 


IS 0G7 May I put it in a different waj* — Perhaps 
I did not understand you 
1«> 0G8 Vtould it not foster banking in a inuntry 
whKh is not projerly endowed with -i hanking 
orginuatioQ if the system estahlisbed were a sound 
one, and is not tho central banking sjteni one which 
would foster more than mijthiiig else tie spread of 
hanking in that country? — A sound Central Bank 
will, I bcliere do a great deal to increase hanking 
throng the country, certainly 
15 069 &> that if India were to establish a true 
Central Bank it would lay the true foondations for 
the proper derelopment of hankiitg in Indis* — I 
think so 1 do not think it can ever be dorclopei 
without the establishment of a true Central Bank on 
proper lines 

IS 0(0 iChairiatn ) Is there anj thing in tie long 
jouriiev wo have taken to which yon would like to 
return by way of amplification, before we close your 
exams us tion * — Xo 

IS 0(1 I am sure it will be ihe desire of the Com 
mission that I should express to vou, Mr Ooiernor, 
and to you. Sir Charles AsHis their very warm ap 
preciatTon of the geoerositj with which you haie put 
your (Tme at their disposal as you liaie been most 
hetpfiil t« the Commimisnf— Thank you If we 
could serve you again, I am sure it would give us the 
greatest pJeasure to tvmo here on almost any day 
15 0*2 (CIntrmon) That is indeed most kind of 
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Mr OioBcx E Robkbts, 

15,073 (ChoirKKin ) 1 should like in the fiist place 
to exprc)^ our high appreciation that so distingniahed 
a citizen of tho Duit^ States as yourself should hate 
como to assist us in our deliberations here in a 
manner whic.h will be greatly to our advantage We 
also wish to thank you in particular for the lebour 
wlicli it must have cost you to prepare the very 
interestiog Tneinorandum* which we have received 
from vou It would be of interest to pot on our 
records the fact that you hare been Director of the 
Mint in the United States — if that is tbe proper 
designation? — That is the correct designation 

15 074 A position which, of course, brought you 
very much into contact with the problems of enrrem^ 
all over the world, and amongst others, no doubt, 
with the problem of the rupee? — I was quite fsmihar 
with it during those years 1 have not kept up with 


called end examined 

it quite so well since 1 have been out whiih is some 

10 years 

150'* At present you are Vice President of a 
groat bant , namely, tie National City Bank of New 

Toik?~T am 

15 076 Tour memorandum is so full and, if I may 
say so so clearly expressed that tbere is very little 
indeed, u far as I am concerned, that I need ask 
yon ID farther elucidation of it but perhaps 1 may 
ask you one or two questions m order to ascertain 
where you Ivy the weight of emphasis in tho con 
siderations which you advance In your first para- 
graph you say " I need not dwell upon the benefits 
to be gamed by all countries from the restoration 
^ a common standard of value The experiences of 
the lost IS years have afforded ample demonstration 
of the evils resulting from unstable currencies and 
ezcbangi.s *’ The common standard of value to which 
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jou refer It, as 1 uiiJcnUiid, tliu Rgld lUiidartil— 
los, I refer to tI>o {old ilnndard 

13.077 Till'll you toko up tbo riiinlion of ih* 
Murid ■ gold markcu, and at iho end of your 
inragraph you my that you aru inctinol to Uto 
opimon that llio t’f<»l>uitiro supply of now gold ■■ 
Urgn oiioukIi to pormit the gimral r(i<e(tabtuha«nl 
of tho gnlt aUndard without aeriaus diiturbanro to 
I rices, proTidiHl all i ossiblu crun.iraua in at use iro 
cffocUHl, niid tho ni-w stock* wntiicil aru a<.«|um<l 
Mitlioul loi much diiturbanco of rxutinx Blocks 
nlrendy In u^e as tho basis of credit IMiat is tbo 
nature of tin. econoinies «bich you bare in mmd in 

your refcreiiie to all ‘ possible n-onoaiies Chief 

ntiiong them is that of retaining gold in bank reserrea 
instead of putting it freily into circulation— inatead 

g It to circulation In the aamo degree in 
a usotl Ufuro tho war Then 1 think that 
niny b« iccomplidied in tho use of gold 
in bank rcsincs and by closer co-operalion between 
tliu central banks of the world in the nsnagement of 
trado liatancis, so that there need not bo so mtlcb 
etiipping of gold from country to country la the 
long run trade must coma into balance, lad I think 
that, ly coKipcralion Utaeni {!» banka et tbo 
smcral ciiiintnee, tie shipnienti of gold may be 
redui-ed considerably from what they hare been lo 
tho post, and that Iherrforo they can work npoa 
snnlier reeeries than base been thought neceusry 
in the past 

15.078 The cenrerse no doubt la also true Mr 
IWerti, la your o| inion— that if all pomible 
WDnamie* are not effected, then the prerpectire 
supply of lew gold is not largo enough to aroid 
aerioui distorbuicc to prtccjf— | think there u room 
for doubt about it, in fact there it doubt about it lO 
the minds of tome eompount peopte-^cenorauU- 
Mltuie etinions sre entitled lo rerpcct As I bare 
stated below, tho gold rcsirret to-day ere eon 
siderubly larger than they wore before tbe war, end 
the genera! price let.l is adjuiied to an eipansion 

. t* ** **'"8 to bo Beceeaary in tho future 
that the additions to the roserres shall ^ larger 
from year to year than they bsee been in the pest 
That II wliere the quaatioo come* in as to whether 
the annual produclioo i* going to be lulficiont to re- 
plemsh and add to tho reterree ft«t enough to keep 
pice with the growing Tolume of busioeu and to 
maintain the existing price leeel 

15 079 kou make special reference in the euo- 
reeding passage to tho influence cf possible cls>m> 
for ^Id for circulation, and you aoy, “II ihoro 
should bo an expanswa of businem oxer the world 
and at the same time a general repUoement of gold 
com into circulatioii, the gold rcserres probably 
uonld not bo sufficient to supply tlio amount of credit 
necessary to maintain tho present pnee lerel In 
my opinion It would be a mistake at this time to 
s^rd facilities anywhere for gold to be nbeorbed into 
circulation A mutsko from whose point of Tiew 

gold in circulation, or from the point of new of tbe 
people who arc ^mg to supply the gold for rirruta 
»t It from the general world 
standpoint with regard to tho recotery of tbe 
world to normal conditi^ona tho general rrcorety^ 
trade and prosperity tho world orer, which I think 

:;.s“ •" “■ 

IS Ml 1 nnderstood that that was really your mean 
‘Bated to i 


5 tho need for gold i 


the Centrj and Eastorn Eorcp^^i^yo'^ 

oeLf r conniries'to 

p It credit expansion, to lower intorcst chargee 
and to stimulnto a renral of trado and indus^ 
^uld ,ou amidify that by telling us whatYo^^r 

Si'"™,';*''; "'r,* ■■ j'lSir 

ose Countries to obtain gold?— It would retard 
their recovery All through Central and 


I uro]H> iiiteriat rat.* ari. siry hinh m» lu.t ..i i.. 
all Uia slandards uf the past fen acxl twi 
«nt and oron higher than that, are cvnuLiJ-ra;:: 

I »«rie( buch raUw signify a greater acarciiy 
of aiij a Tory promiiig demand for 

It Uodoubtclly businoa. i, Uing rcl8^U^.l tml in 
ilustry M Uiiig JioUl m eb«k by «uih iiiteriwt rat<w 
•M b) Ibe inability lo obtain capital ft n eri.lont 
that in a situation like that only the rory brwt 
wrrowera are going to l^t acromjiic.tate.1 at all 
There are great iiumhor* of woull bo borrowers wlio 
ate practically nnabh. hi obtain arrommolstion. 
WQuh mean* a rnstrjction upon businrre ami unon 
nulustry whirl, i. retsniing deteKijmenl ami loscw. 
ing theron.umption of U,.»« poDplc* It „ reduritig 
the consumption of goods whirh all tins worll „ 
• Mting to s<IJ, and it illustrstca tba fundamental 
difficulty, a, J teo it. in tin world tjjy ai 
iwuiarie. aru rompl.ining of inahriily to mill tfcir 

!S7. .t ‘I- —1.1 u 

I'rOSf Then we pmk op Ibe iiitcrestin" fl.-nro 

rS"„ 7 i,-= S'US’ 

\t the present price lircl amt will i, ”** *'"** 

!S:,“ 

amoual of credit rurreoct m cirrutitmn 

;™adY.c 

c«i»o to bo supposed that tbero 
of nnnemled gold ,n TTnited Rfl.^""r 
•ppears from your tcHfence n*t» “• 

dollar, or. eay.'soo mi lion* .ter*!^ 'but'lh‘''“T 
standing .rml.t, and l.ab.lit,« o ?ho 
increamd ,n eorrcepoBding degrce ti?»H* 
gircn include tbe CorernnwMil 

arnat‘’;:o.rT.;'l 

Conlage considerably l«s than thi. a “ ‘’®'’ 

a mk lees than 0 pT r cent T hn ! 

for a country hko the Unilml c, , reoerTes 

mud. terr.5^, w ? “ 

oiimberx of indiridual bnnkmis t? haio great 
just one office and that onte »n ii, -"*"”** 

ran by trained bonkers Thee »r» ‘ ?. "■'* 

men who are usualW wo™! by 

their communities, hurthey are ’not tre"^'* 1*^**'“.^” 

rh^Ted^Lntrfe ^h 

«ser>e system there war » eery 
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uml flt thii Iinio 1 OiinV tl c poM »»ll »or»* 
t.urpowj '0 Iho bunk rcMTW than it will 
(laisid from band tc hand or loiil n 


• In H»r 
in boints 
I pnralo 


' 15 O'*;. Th-n tlicro in a aPiEht)- aonlnnoo »n y«or 
niitnornmlum wlirfo joii mt that yon nro impToianl 
nilh llo fnrt that in tho iir.-«.nl ailnat.on the 
probbrn of r» ■.tonne tbt. »ntSd to the e«W b«»» u 
driM-ndont for aufoe-w Urc'*''^ tnha. ant jo’i 

nil, ■ I am sure that stiwn will rern t>. intermit 
of India as well as those of the other eountrut.’* fwi t 
ttVe it to bo your concltiMOn that tlna nne«ln*n of 
the supply of gold for India may have a deeuiie 
effect upon tho future of the rdiirn to the peiwral 
imli basis in Furopo and in the cirilivd worllf— 1 
think it w the most important factor m tlm situation 
(iwdii In looking forward to tho U»k of troviilin,; 
I iiroi>cnii coiinlnefl with the gold thev ncol in order 
lo stihiliso their currencies the chief danper whirb 
I apprehend IS the Urge demand from India Tl.o 
demands from India are Itrpe anv wax Thee aru 
Iwund to bo very eonsidersbK*, I like it whtt«ver 
the rurreney rxstem is tiere beeaiiso India has 
tlwiya taken a great deal I ahniild think ft most 
iinfortunaU if India at this time were lo incrcaeo 
her takings of gold 


It is your opinion that it ii in tho intercets 
< f India to co-ordiiialo her requiremonli for gnll with 
the geueral porition as regards gold in the rest of tho 
world, and that it is in the inlererts of India for her 
not to disregard t! e general silnalion at regards tb*' 
aiipplr of gold? The words I am stressing ant 
emphasumg in mr question arc “ in the inleresta of 
India"?— I thoro'lgldT beliexo that the biisincwa ef 
llio worbr u so eloael* knit together nowadavt that 
h tsiness depression tnenhere, nr aoy condition which 
nffecls the prnrpcrily nt Urge hodiee of people any* 
wliore ifi the world and which resluees their pnr* 
chasing power will b« felt in oeery counter India 
bns largo cxporls of cominoditiee which enter into 
the industries of other roiinirica and which inentabty 
ore affected In price hr the condition of the tadurtr>*« 
of other eomtnev-whoiher they are able to run full 
time or only half Itmo All that at U«t eomee hack 
on to the piirihanng power of all the peoptea I 
think wc mnsi all try to work (ot the support of tbis 
general world crgaiusitinn Tliat is tho thought ws 
have in the United States and whicb we arc trying 
to bring our owe people to fee At snr rate, the 
institution with wfiieh I am eonneeted hoMs that 
vuiK, and WB nalfta'-oiK to ffjeaed- i.hjs*. «tw;*.ewMa, 
among our own people nsnety, that we tniut co- 
ordinate our national pnlieiea to the policies which, 
in the general way, are neeeeary to tho prosperity 
oi tho world aud also that wa onrselTos, in the long 
rnn will proeper by so doing 
1S0U9 Then we come to that part of your memo- 
raudum which deals with silver If you wilt pardon 
my saying so, I find that the argmsent here is to 
closely knit and so full of matter that it 
IS almost irapo«=iblo to seloit any single poiat 
which requires any further elucidation Alight 
I ask von therefore if rou will be so good, 
just to tell us n little more snth regard to 
uint I tnav call the reaction which a profiosal for 
a sale of silver bv India (sucli as tint appearing m 
the rDcmtirnnduru which yoa hive had put into yoirr 
hands) would have upon the Dnited States Ton 
sav for instance that this will be regarded in the 
United States, sod also in other producing countriee 
ns a very disturbing proposal and in a siibseipieDt 
passage you say, " It goes without laving that the 
BiUer producing industry will bear of this profwwal 
with dismay ” Further, you point ont the reaction 
of the proposal upon the prodocera of other conntnes, 
and so on Can you eiplam that a little farlber 
by telling ua fivstr ol all whether, in your opinxm, 
those apprehensions which will he felt and that 
may to which yon refer would bo justified fnnn the 
point of mew of the silver and baso metal prodweers? 
— It is a fact of record that for a long time Indu 
has bren tho chief final market for silver It takes 


approximately one>thiril of tho world's production 
It roalJ not be other than duiturbinc to silver pri>. 
dneen to learn that India was contemplating ■ 
(bange iii her monetary aysUm un.lcr wbiili slit) 
would offer fur sale as bullion an anraunl of iilwr 
ccHii ettimatia] at fj87,Cfil) UX) ounces That is equal 
to nearly ihree yrara world proilaction Nuth action 
sertainly wnnid be demoralising to the market, at 
least, while the saliw coBtinucal I am myself unable 
lostw where any new or increased consumption could 
In found to lake the surpliM which would erut 1 
tl «abl that any mmlerste docline in pneo would 
■ncressncvnsnmj tion outside of India to that extent 
Therefore, I am strongly inclined to the opinion that 
the catialation ujHin which tho flan scorns to 
W haacil, lo wit. that the sales could tie made 
at not IcM than 21 |B‘iim per ennir, wonlj W found 
to be erroneoui I believe that nnder the cireuni- 
stances tW price wtiiild go lower— quite possibly much 
luaer I have explained in my preliminary slate- 
tneiit that tiWrr has been a anbjoci of politieil 
igilstion in tie t mted Statce, and that public viiti 
Dient ts M tKilive upon it I have illulrated tbo way 
sentiment reacts to it by the action of the Congress 
la tho (ftse of the Filtman Act A\o bad a great 
store of silver dollars In the TreMUry which were 
I rsdicailv of nn Use They warn represcnleil in cir- 
culation by silver certificates but the certiliestes 
wem not regarded as dependent atone on their silver 
barking, they were a tharge on the gold reserves m 
fact 0( (vurte, the silver deprecisted in value 
Tbvre did not seem lo Im anv wav to reslite whatever 
value It did hare until along esme this iPOrmoiis 
demand for silver ior srUlcmeuta with India in 
1917 lA, and a propnaal was nsdo to allow this silver 
lo be sold for that purp>MC At first sight it looked 
like a windfall for the rmted 6U(ea Treasmy, as a 
neaes by whsch it might realise upon all this uaie aiU 
ahle silver at its original cost A Bill was lairodBced 
to i«cmit the sate, but it did net gel very far before 
it dcvel^ied that there was do prcepect of it pasirg 
wilbont an nmendment to the effect that the 
txovrrnment should repurrhiM all of thm silver if 
It ever felt as low at one dollar an onnee and rc>cuin 
and restore the stcuk in the Treasury The tilrer 
proilacinc induiiry was active in that movement It 
gate leadcribip and TOire to il, hut alter all, 1 do not 
think that Oongrrss would have been moved by the 
|)ca of tho Sliver prodiKxrs atono Tlio nld (unli- 
inent winch bad always opposed tho movoment of the 
fntted States away ttom atlvev weighed agaiort the 
V«W> oo-b knAjaii No vxTry Yito wineofimeni wNnea 1 
havo referred, so that tho Ooverninent has sinco 
repun-hased all of tho silver that was sold at that 
lime 1 refer to that simplv as illustrating the senti 
■nent which has been behind tho silver producer 
I5.IWI Is tlial at all a regional sentiment?— It u, 
10 a degree Filver is prodnceil thtoiighnirt all our 
monnlam States— our Wcetern States along tho 
Wocky Moiiutain Chain It affects many States, and 
under our system of Government as you doubtless 
know the States are all upon an equality in thoix 
reprerenUtion in the United SUtes Senate For 
inalaiwe tte Stale nt Nevada which has Uss than 
IGnOOO inhalutanta, and which is a silver producin" 
Slate, has the fame vote id the rmteil Staten Senate 
M has the State of New York Tlius the silver pro- 
dwing latemts are espeaally strong by reawn ot 
tbeir dwlnhutinn over a considerable number of 
States with small populations The most im,H>rlsnt 
feature of tlus opposition, lK.we.er arises from the 
iMt that eilrer produebon is identified with nearly 
au OUT metal mining operations with the prediirtion 
hLw'ir,^"^! o’Vtliing which strikes a 

^w at the silver producing interests is regarded with 
^ual apprehension bv |],6 Uad, copper and ainc 
interests So that altogether il inTOlvre a large 

Smrf ft. ...TT ; I 
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pany, Thirh is the largest Eil\«r miiiu m the United 
Stairs, although it is known as a copper mine 1 
asked him something about the relationship of his 
ailrer production to his operatioat — how important 
the price of silver was to the oi>eratiuna of hia hnsi 
iiesi He replied ‘ Siher furnishes us all our 
profits and hears a part of our cx] ense NatoraUp 
It IS a rer; important factor in our business ' 

15 101 “Furnishes all our profits’? — fill tl« 
profits and a part of the cost That is to ea), it le 
a hi product of their business winch itself m pro- 
duced at ler; slight additional cost, an I ihej relj 
upon it for the profits of their business Tlio 
Anaconda Copper Compan; u tha largost mining 
enterpnso in th« United btatos, employing a tery 
large number of people I would not nndittahe to 
ear how many, as I liaio not lookeii it up, hut 1 
should think not Kws than 25,001) workmen are em 
pIoTeil by It I know that tha raso of the Anaconda 
Copper Company illustrates the situation of most 
mines prodneeng lead and copper in Uio United 
States I could naiM a nnmlnr of other copper and 
lead mnes famous the uorld orcr, which are larte 
prmloecn of silrer, for instance, tie Broken Hill 
CXimpany of Australia the Burma Ctaiporalion of 
India, the Cerro do Pascu Mining Company of Peru 
(which u the largest mlrer producer in the world, but 
its mam reronue is from copper), and the Mexican 
Corporation, a British Corpuratma here in London 
which u operitiBg mines m fifoxico I tnention 
those to show that this situation docs not exist in 
the United States alono but ts conimoo to the eilrer 
produciog industry tbo world over 
11103 In new of the actioB that was tekeo by 
the United States Goi-crnment to awist the British 
and Indian Loicrnmenu wiih silier under the 
Pittman Act, in what wsy do you think • proposal 
ot this Dslnre to sell eilrcr would bo lgoke>t upon?— 
I do not tbmk that t would want to base the senti 
menl upon what the United Stales did in thal emer 
gency I do sot think that that would le tie factor 
isiportanco in jt 1 think the whole proposi 
tion would be viewed with very deep concern in tie 
United States as aomething seriously affecting one 
of tlie important industries of the eountry 
15103 1 gather from you thal if it came to the 
point of India needing to raise credits lo the United 
Slatcw in order to carry out n seliemo which weull 
lUTolee this manner of dealing with aitier, whoever 
was concerned to give credit would have seriously 
to eonsider this matter of public opinion on the 
silver question to which you hare referred? — No loao 
could be fioateil in the United Stales for n foreign 
couniry, or for nae abroad (psrlicularly if it was to 
be taken in gold) witbant the approval am! the co- 
operation of the Federal Beserve B inka because that 
IS where oiir gold is held The btember Banks have 
neither tho reserves nor the spare credit to handl-* 
aiieb a loan without going to tho Uederal Beservo 
Banks for eo-operation Their funds ore freely 
employed If they were going to participate m such 
a loan they would need to borrow from tbo rtdcral 
Beserve Banka end arrange with them to aupply the 
gold Therefore <I aiy that aucli a propositioD must 
first have the approval of the Tederal Reserve 
nuthorities Then again while the United States 
OoTemment has really i o nulhonty at law to fcwbid 
cilixens of tho United States from lending mosey 
abroad, aa a matter of public policy it reqseete tho 
Bankers not to participate in foreign loans, or c^er 
them to the public without first submitting their 
In the Government for approval No foreign loans 
are offered without first being submitted to the 
(rovernment for approval and the Government has 
laid down the general rule that such loana at this 
time must be for reconstruction purposes Tbev 
must bo of a character which claat them se csloa 
lated to promote the genera! recovery of industry 
over the world It it recognised that Europe u 
very ehort of capita], and no objections are made 

to loan! in Furope which are clearly for reconstruc* 

tire purpoees, the atabil salion of currei>rJ« being 


III that class I night mention several loans which 
hav* been cjjsapproved of b\ the Government and 
which tlierefora haie not been offered in the United 
btates There woa, for instance what was known 
as tlm Potash Loan, the proceeds to bo used in 
Oerramy, which appeared to bo largely for the pur 
lose of olfccting a combination of potash producers 
and ■ -IS deemed objections! le because it w nj thought 
that such a combinition would not be m the intereste 
of tbo potash consumers of the United btates On 
tho uhole, the loan was one which did not meet with 
the approval of tl e United States Government anti 
tho binkers of New kork did not participate m it 
knother nas the Cbffeo Loan to Brnzil in which tho 
Bankers of New kork were offered part cipation 
That loan was avowedly for the purpose of gtabili 
Mng tbo price of coffee Out Government took up the 
losidon that this was not a loan in which the people 
of tie United btates were interested or which could 
come under tlie general class of reconstruction loans 
and It was disapproved of and was not offered m the 
United States I think you would bare to consider 
that a loin to c irry cut tins plan would meet with 
vigorous opposition, certainly from the silver pro- 
ducing interevta, and opposed by no little public 
aenlimenl 

15.104 It orould be opposed by public sentimentP 
—To a cootidcrabla degree, yes, and by joflueooei 
which have always been strong in the United States 
I would not undertake to anticipate the action of 
the Oorernmeot, 1 do not think it orould be proper 
for me to do that, but I think you would have to 
count opoe opposition 

15. 105 (St J!a/fndjvnolfi J/ooIcrjre) kou say in 

paragraph 40 ' Fien if siles hv India abroad be left 

out of the account it u difficult to see haw tie 

current production of silver could ho disposed of 
outside of India ’ Enowing the history of the 
currency diSrultiei id India, you cannot expect her 
(0 take more silver than she has been taking 
rather one can go further and say she will not buy 
•oy more Mirer sow hut will do her best jn /store 
to keep out of the silver market If that is ee 
abore and how will you dispose ef the enrrent pr^ 
doction ef lll^er^— In raso India does net buy eiiver 
n large amount of nlrer will become unsaleable 

15 IOC So the menace to tbs silver market would 
still exist if India does not come into tbo market 
for stiver? — kes, it wiB exist if India ceases to be a 
hnyer of silver I am assuming that under this 
prO|>osaS to eel! CS7 million ounces, India would 
procticaHy ceave to be a buyer of silver for some 
lime and perhaps be a seller In that event I do 
not see how the present silver production of the 
world could bo absorbed, 1 cannot see where there 
would be an outlet for it In that event I think 
the silver would pile up on the market and (he 
price would fall until production was curtailed to 
tbo amoont that rould be consumed, and I do not 
see how (hat would occur without affecting these 
mines whudi are producing copper and lead in con 
neclian with silver Therefore I take it that not 
merely the silver producing industry but also almost 
the entire metal mining industry would be affected 
which very much broadens the scope of the influence 
Furthermore 1 doubt that under the conditions 
India will be able to realise the price for silver 
which seems to he contemplated Those are the 
points I wish to make 

15107 kou say in your niemorandam that the 
problem of restoring the world to a gold basis is 
dependent for success largely upon India WiU you 
kindly enlarge tbia as to why it should be so? — fie 
I aaid a moment ago the takings of gold by India 
ato large m any event and are likely to continue to 
be targe The chief danger to the efforts to bring 
th« world hack to a gold basis is (be amonnt of gold 
which u beinK taken by India It is largo at best 
and wo expect it to eontinne to be largo because it 
atwaye has been, but if India in addition to that 

IS piing to want 250 million dollars in the first year 

of thu plao, oTsr and abovs lis ordisaiy and usual 
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takings, tlien 1 fkink the wtolo pUn and «Horl l« 
bring tha world back to » gold basil will bo im- 
perilled Therefore I think it depends largely upon 
India whether we are going to bo aucceaful or not 
15 lOS (Sir Maneeiji Dadalhov > In answer to 
the Chairman you laid stress on all the coontriea of 
the world practising economies in tbo mstter of their 
resources of goldP— Yes 

15.109 And yon suggested a* on* incMie sd btinB 
mg about those economies that there aloqM ho 
operation between the central hiiiVe of tlio worhl in 
Iho matter of redocine shipments o! gold Thai eo- 
operation between tho central hanks of the wntM 
msT ^ on idsat, but is it practical pohltes in the 
existing state of affaus with trade riralry, and tbo 
desire of eacb country to aeciire for itsrtf * larger 
share of bueiness? — I recognise there are diffirnltics 
about it, but, as snth alt other international difli- 
coltiee, I think we must endearour to approach the 
matter in a spirit of cooperation, and endesreur to 
do what will serro the general interests beat 
Although there is competition there are matters in 
which co-operatioti is rnutuslly adcanlageaus 1 
think all countries will benefit from tbo general ro- 
establishment of the gold atandard 

15.110 But up to now tbeia has* been no Indies 
tions of fuch co-operation on the part of th« ceniral 
banks of Europe, haee IhereP— CVinditions in Purop* 
hsT* been totj unsettled and under the tircum- 
stancea civoperation necesiarily has been limitod 
Theso banking luititutions cannot undertake eerioat 
risks I da not eugzett that kind of civoperalion 
The Federal Reeerro Bank of New York, bowerer. 
has arranged credits in eereral inatanees for central 
basks in Farope in order to ensbU them to draw 
without shipping gold notably upon tb« occasion of 
resumption by the Bank of England I think tliere 
■a a disposition among the bioks to oo-opertie as 
may be pricticable Ciorernor Strong of tlie Pedenl 
Reserve Bank of New kork, I uailerrtond, will follow 
ne, and he can answer tbos* iiuestions really more 
autbontAtiTely than I can 

16.111 Yen know that India has got a largo 
balance of trade in her favour?— Yes 

15.112 She would be justified in demanding m pay 
meat of her net balancee of trade aliiproeiits of gold, 
would ehe not f— Yen 

15.113 Could you possibly refuse that demand of 
India os moral or equitable grounds? — T do not know 
hew it could bo refused, but if you develop Jour 
banking facilities in India and tho sokl gi^s into the 
banks’ teeerves, perhaps those banka can assist some- 
what in the financing of world trade as other 
reserve banks do If the habit of mnking invest- 
ments lO securities is developed in India I should 
think that perhaps they might lake securities at limes 
iDStesd of gold, IQ the same wdt as between London 
and New \ork there is a conetsnt movemcDt of 
securities backwards and forwards which minimise* 
morements of gold 

15.114 Ifhat securities? — Government socnritics 
and there is an increasing number of Corporations of 
worW wid* reputation which havo wcn-establisbed 
credit in all markets 

15 115 In other word« in your opinion India 
should invest her favourable halanocs in fereigo loans 
It comes to that does it not? — I think it would b* 
belter policy to do that than sioiplv to board tb« 
gold r would 1 ot say that it would not bo belter 
for India to develop her own rorporatious and her 
own industries and issue her own securities nod »11 
that would involve tho us* of this gold lO eome wav, 
and under such circnoistances m the long run India 
7 think will come into the position of these other 
countneo where trade offeeU itself to a great extent 
and that while gold may go one wav in one year it 
will go back in another year I would like to see 
India come into the general concert nnd family of 
nations, as T fhink she would if she developed her 
banking facilities and the investment habit of the 
p«ple 

15 IIB That needs a standard of edncslmn among 
tbemaasMf— T*« * 


W,117 Vnneb IS n very slow process m India? — 
lea Sofar as trad* balance* arc concerned, I think 
India must he paid in sorao way to her satisfaction 

15,118 And she would be entitled to demnnd gold? 
—lea I do not seo how you arc going to buy things 
friHQ pecipl* unlet,* you giv® them something that they 

IS,!!*! I have been very luinli iroprissed with 
Jour excellent memorandum in many wavs, but I 
was a littlo slaggired on hearing tho slitcment wIikIi 
you mado in answer to tbs CIi iirman rrgirding th* 
potentialities for a gold supply iii Aiiieriiv I 
gathered that you said thirc ii not a largo rrservn 
which America could safely part with? — Well, 1 
would not say wo are down to tho last dollar of 
resen* which wa could spare, I would say that 
«* tnat haie a veaianahle murgiu on which to go 

15,120 But it IS a well known fvt that during 
the war and after tbo war Amerua acvutnulafod 
enormous yeseives of gold?— kes Our gold reserve 
haa little more than doubled, and our bmk deposits 
hav* risen from 18 billion dollars to 47 bil! on dollars 
■n llie tame timo 

15121 In this period?— Between IOI3 and 1025 

15 122 Tliat iruliidea the reserves *1 tho rc-derat 
liaaks alto, does it?— The diposiU rose from 18 
billion dollars to 47 billion dollars That does not 
include the deposiU in tho reserve banks, Wau&e 
that would be dupliMtion I am talking almut the 
origioal sooTces of deposits I do not includo bank 
®r* ’’** * in another 

bank, I do not include u, Uxaiise that ii duplication 

15, 1» Then the general impression whieli prevails 
that America has two-lhirdt of tho world e gold is 
mollis IS >t?— It is erroneous that it haa two- 
thirds The reserves of the United States are 
approximalely, lour billion dollars, sad of the world 
very clojm to 10 bill, on dollars Tl.at is about 40 per 
'!"*« V®®*' ‘l'* tf"'led States, 

of all kinds, in lois ctinsiste.1 of SO per cent gold 
and the rest other fermt of monev Jn ygjg t|„, 
pe^ntage was 51 per cent gold and 49 per cent 
other ki^s of money That it the stock of all kinds 

bank depositt of the couatry hav* increased in the 
Etoss charge upon 
««r ^d reserves has increased in proportion to the 
iwreaso in the gold tewvves To^ay there 5s no 
^ilional lending power m the hanks of the PnitoH 

theory Tf our%U:;rrnts^'s^Z^^^^^ 

15.124 What effect do these largo reserves in 

■"'J th®*" Ja'-ge accumnlvtions 
*1 bive OT the interoel pricce of commodities 
in America?— The price level ■■ ■ iiifi- v. 1. 
the United States tha^.t Is ,n Grea Br^tof„"an3 
ju Europe at this time Th.t 1, pr^c^ h "t 

havo /alien la the last year About a year^,» i 
think, tho price levels were about fba .*in« 

Uuitod States and Great BrUain but n It i*’’! 
revr they havo faUeu hero ."d hliveMi" 
constant Over Uiere remained 

15.125 It not thil an embarrassin 

— It may affect our trade 
fore* a lower level of prices 

15126 60, after .11 the possession of gneh « 
larjs* accuinnlation of cold ig an» . ' ° ? 
WeasingP-Ouito so but it . * " onmjxed 

to r«t„ct cred.U and redu4 prl^r^'i^C’ 

Sz .r. f- "T 

that I am talking about fowgn Iosm? 

15 183 rea?_The Cnitedfitatos piacticallv entered 


» eventually, and it n 
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13.130 If India wsnUd 60 millions aorlh of gold 
in a coupio of years time, irould it bo n drain on 
America it India is shown tho same gonerohilv as 
America showed to Germany? — I do not think that 
India 11 in quite the need of help m which (icrnany 
was Germany was in a very desperate aituatioo 
She had no currency system at all the was flat on 
her back, and Germany in tho heart of Enropo n 
an essential part of the whole I'uropean otiuation 
Tho Tnited States participated in an unofGcial way 
it IS true, but uerertheless she bad some part in tlie 
dereloproent of tho Dawes Plan which inriudea this 
reconstruction of the German monetary system 
These are special reasons why the United States 
should he interested in that German loan 

15.131 But you hare laid great stress on co-opera 
tion between alt tho central banka of the world 
Would It he unreasonable for India to expect that 
eo-opcratioo from tho central bank of America? — 
I certainly think that India would base the aamo 
claim to co-operalion if she lould demonstrate that 
her plan was necessary to her prosperity and in the 
general interests Certainly I think that then the 
claims of India would bo entitled to respect, and 
would hare a bearing, but I think that this plan 
as it IS outlined here is not calculated to enlul 
sympathelio eo-operation in the United Stales— cer- 
tainly the sitrer part of it 

18.132 (Sir Henry 5(rako4<li ) Referring to your 
most interesting statemeDt that tie gold cover to 
•eenn yonr structure of credit m America noer is 
at the rate of 8 per cent , whereas before the war 
it was at the rale of 7 per cent ?— That is right 

18.133 I wonder whether you would agree that 
that arises to a Urge extent from the fact that the 
pnrchasiDg power of gold has dKfoased iiace 1013?— 
Ocrtaiely The general ri<e of prices has made it 
DecestaiT to employ more money— moro iredit— in 
conducting eren the samo physical relume of bnsi- 
Bcse 

16.134 If tho aamo rolumo of busioess woro dene 
to-day It would need something in the neighbour 
hood of CO per Cent more gold to give that stmaure 
cf credit llio samo base as before the war?— That la 
true 

lo 13o It hae been suggested to us by oiio oc two 
witnesses that, having regard to the great bolding 
of gold in the United Stetes and tho fact that the 
United btates la tho newt importont creditor and 
can claim the repayment of debt in tho form of 
gold It would ho in tho interests of the United 
States to appreciate gold so as to improvo Icr post 
tion as a creditor and as a hoi ler of gold Is there 
any important body of opinion in America whKh 
would support such an idea? — There is not 1 think 
that tho general business interests of the country — 
tho industrial interests — would bo opposed to any 
such theory, and that they are far more influential 
than the mere tlieoretical consideration tlial wo 
would gain as a creditor nation The employment 
cf our people the matter of keeping our indnetnee 
going and trado flowing freely >» the dominant con 
sideration, and any general eflorl to depress pnrea 
would bring basitiess depression in the United Siatos 
We might easily lose an amount equal to all tho 
debts wo hoT© coming to ns if wo demoralised our 

15,130 Her primary inUrost, therefore, it to 
maintain the level of prices of the present day? — 
\cs — stability 

15,137 And if she maintains the present level of 
pricee then there would be no redundant gold or 
little redundant gold in the United States unlea 
the structure of credit were reduced, which reduc- 
tion would again react upon the level of prices? — 
Yes 

IS 138 Therefore am 1 correct in saying that yon 
believe that the amount of gold in tho United Stain 
la no more than she wants and is not likely to be 
deirensed because the policy will be followed of main 


tWQiag prices stable at the present level? — That is 

my view 

15.139 Tour reference to the development of bank 
mg in your memorandum encourages mo to ask 
you ono or two queotions about that Would you 
please give tho Commission your views as to the 
benefito or otherwise which have accrued to the 
United States by the introduction of the Federal 
reaerro ayatem, aa compared witJi the system which 
wae III operation in tlio United States before the 
war? — It has given a far greater stability to the 
hanking situation in the United States Before 
the war wo had no elasticity in our currency, for one 
thing Gold was about the only element subject 
to change If we needed an additional amount of 
currency, no had to bring it in from London t\e 
had a certain amount of silver currency and of paper 
based upou silver We had a certsin amount of 
United States Notes — Government currency outstand 
ing which a-u a fixed amount, always the same We 
had National Bank Notes — another form of currenev 
lou will observe that we have a very complicated 
syeteiu of currency in tho United States, which we 
are lot proud of, hut the volume of National Dank 
Notes waa practically a fixed amount The National 
Dank Notes uero sicured by the deposit of Govern 
mint bonds mtli the Treasury of the United States, 
and ID as much as practically all the bonds outotand 
ing were up as security all of the time, there wna no 
elavticit} ID that currency Wo had a practically 
fixed amount of currency, and we had a seteoii irf 
etriogency every fall at the time of the crop moving 
season and at times this developed into bank panics 
We had a number of occasions when there was a 
general suspension of bank payments oier the 
country, timply for wont of cash Now these 
Fidtrsl Baeiie Banks have the power of note issue 
They are able to vary the volume of currency to suit 
the eeasoaal fluctuations of demand, and the result 
le the former periods of such stringency hare dis 
appeared as eacb individual bank hu behind it the 
resources of the Reserve Bank It has inspired ooii 
fidenco llroughout the country in the local banks 
to a much greater degree than existed before It 
tendu to reiluco the danger of anything like banking 

15.140 Would you regard that system as a far 
safer one in cose of any banking troub'e? — les 

15.141 What would be your view if in 190* 
there had been a federal reserie system in operation 
in the United States? Would you esy that the 
elTects of the crisis would hare been anywhere near 
as great as they were under tlio old ijwtem? — Wo 
would hare had no such crisis at all 

15.142 You would not have had it at all?— There 
was nothing in the general business situation really to 
bring about such a crisis os that It was a scare 
Ckrlsui prominent operators m New York City 
became landied in trouble, and through them certain 
banks beesme involved, and then the country banks 
which kept balances in New Y’ork began to withdraw 
them Tliey read m the papers that there was a 
panic, and that there nere bank runs on in New 
York, and they began to withdraw their balances 
It very quickly si read sll over the country I was 
in Cflucago at that time, I was president of a bank 
in Ctucago We got nord that the clearing house in 
New York City had determined to suspend cash pay 
meats the following day, and we immediately got 
into communication with the clearing houses at 8t 
Louis Bt Pool llinneapolis Kansas C ly, and other 
places, with the result that practically an agreemeot 
was react ed to sus] end cash payments the following 
day all over the United States, simply to conserve 
ca^ We expected that there would be runs on us 
If the country banks could not withdraw their money 
from Now York City, they would naturally turn to 
Oucago, where many of them had Funds That would 
bo tbo next point to be drawn on and we determined 
that It was useless for us to attempt to pay if wc wero 
l,inng to be drswn upon, not only for their normal 
demaiidscu us, bat also for the demands which would 
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*'®" to «farge te"®‘?''®'-banksha^a aT*"“°" *' 

thing at 11,, ^‘br.r borrowing, »>olma- 

‘hat wpenen^n went if"®®"*"' 

I'anaton ib .c 1520 Tl- 1 . . through ali 


.eU“£; "tSUT ■" 
5 »:'2 

- 1... 

jsie iM ,™'"‘ '“■■‘“"'-Q.™" ““ •“* 

® ‘“e of gold Imports. Ha 



MINUTES OP EVIDENCE. 


271 


Mr Geomc E KosesTi 


[ContinueJ 


do not irant them Ws are lending beaTilji of eonne, 
to Eniape, ntuch kse the effect of preventing further 
importations of gold, and if Europe righu iteeU and 
gets back to a normal state, I do not think ne will 
bare further gold importatiuns That is iba basis 
of the on!; apprehension there is as to further in 
Cation If gold would continue to come in and pile 
□p in the reserves the teudenc; of bankers u to 
keep their resources employed of course 
lo,I63. Then your view is that America has not too 
much gold, but ehe does not want any more? — That 

13.164 If she got any mure there nonld be a risk 
of inflation? — Yes We have adjusted eurselres lo 
the present stock If we bad not got it all in use 1 
think it would he just as well if we did not hare so 
much, and our price level would be lower, but the 
task of reducing the price level u a very serious one 
It deranges all bueinefis, and It would be a very 
unpopular tnore 

15.165 You have explained to us that the acbeme 
put before vou for introducing a gold circulation lo 
India and disputing of anrplus eilrer would not meet 
with a sympathetic reception in the United States 
Supporing we were to come to the conclnsion that 
India needs mure gold fur the purpose of atrcagtben 
ing her reserves — not for eircnlation and not in auh 
etitution for the silver u eireulation, hot to 
strengthen her reserves of currency and banking— 
and supposing wo considered that she should 
gradually acquire that gold, would there be aoy 
oppoGitioa to that course in the United States*— 1 
du not think there would if tbete waa no radical 
chango in her svstem, bat merely a gradual acqnisi 
tion of the gold thought to be oecessary (e stabilise 
her correocy 1 think ahe would have the tame 
riaim to that w any other couotry would have 

15,163 in fact, America would treat that claim 
sympathetically ?—f think so I see no reasoa for a 
different attitnde However, a general te^orgasisa 
tioD of the curreocy which would loroln the taking 
of, say, 2o0, 000,000 dollars worth in a year lo addi 
tion to the aniosnt that India is ordinarily taking 
aounds eery formidable 

IS, lb? There is jast one other question 1 want to 
ask you, and that u with regard to the use of silver 
You hare stated la jour memoraoduoi that the pHr 
chases of silver bv GoverCments for coinage purposes 
1 ave always represented the principal consumption 
and you have pointed out that there has been a 
decree in those demands, and stated that you do 
not think they will be revived. Is not it a fact that 
tlie coinage waa given np because of tho largo in 
crease in the prico of silver, and is not it posiblo 
that if there was a large fall in the price of ailver 
various nations would take to silver coinage again? 
—I should not think so The disuse of ailvvr eoina 
in Europe waa mainly due to the great inSalioa el 
token money Silver la not likely to be u»ed except 
for subsidiary purposes. It is not likely io be 
adopted by the nations that have a gold standard 
currency as a full standard ef value, and tho amono* 
of currenev that is used for the smaller coins lor 
subsKlisry purposes is necessarily Umited, and it in 
creases onlv graduaUj Taking the case of United 
Cfates, our tabsiditrr roina are halUol^s 
quarters and dinvee, which rorrerpODd to yoor half 
crowns shillings and so on They go out in tive 
busy season of tbo year— in 


1 hegolar flow 


out I do not thuifc that 


would be affected bv the price of aflver It affecU 
the profits of coinage, but it doee not affect tho 
demand bv the public 

15 IG? Then you do not think that a fall in tho 
price of silver would lead to an incTea.«e m the con- 
sumption of silver on tho Continent of Forope for 
coinage parposss?— For coinage porp<»« I do nn 
think at would It might to some extent prevent the 

snhrtitution of a still cheaper snhsUnee or material 

lit® nwhel. but 1 do not snppose that any more aitvec 


la lb circalation m Great Bntain to-day because the 
slver eontent has been reduced to about 50 per 
cent than there was under the old Act when the per 
ceotage was eleven twelfths Id other words, the 
demand is created by tbe public 

16 1C9 Yea, but on the Ointment small notes bare 
taken the place of silver to a very large extent, and 
u not It possible that silver will come back into 
general ii»e in place of small notes? — Well small 
notes are still cheaper than silver, I suppose, if that 

lo 170 We have had that propositaon questioned 
in India? — As to whether it is so’ Well I believe 
there is some qne«tioa about it Paper is quickly 
worn out Answering your queetion generally, my 
impression u that a fall in tbo price of silver would 
not matensDr increase its consumption for coinage 
purposes So far as my scquaintanco with the cur 
reociea on the Continent goes, that is the case, 
thoagh there may be instances where what you 
suggest wontj be true 

15 171 (5ir f'uriAotomifiij Tfiolurdos ) In par® 
graph i7 of vour ralusWe statement you S3) that the 
essential thing u that thecarrercy of a country sliall 
bare a ctshte relatioii to gold* — Yet 

15,172 Ton sav " The e&seotial thing is that the 
currency in circulation, and which tbe people receive 
in payment for wages and products, sliall have a 
stable relation to gold ’ Mould J bo corrtwl is 
inferring from our discnotioa until now that you 
prefer a gold standard to a gold exchange standard 
for any conotrv, speaking generally?— I think that » 
gold exchange standard is an effective means of main 
taming the internal curTenry at par with geld I 
do not think the payment of coins into circnlatioa 
and their common use in ciniulatiOB ts a aecetaary 
or important factor in maintainiDg the currency at 
par 

lolTd We will keep Uie coin question oeparale 
I am at present referring to the standard you would 
recommend any rouctry to adopt , yoa would recom- 
mend a country to adopt the golif standard in prm 
lerence to t!>e gold rivbango standard if it could do 
It and afford it, would that ba a fair infereuca to 
make from our distusion tlna morning the reasons 
being wbat you hare said just now’— Yes, I tbink 
that if the eonditiDoa are anitaUe that would be so 
During the period before tbe war, rlien re were 
having a nee in pneo level, tbe payment of gold into 
eirculation tended to Etalnlise the eituation Tbe 
absorption of gold into circulation at that time 
helped to atabilise pnees It depends a good deal nn 
what the conditions are and tbe mam point I have 
■n view DOW is that we are in danger of a strain — 
of a ecamty of gold — in our efforla to reitoro the 
genera) nee of the gold basis over tbe world Tbe 
wntial thing is to get tbe countries all b^k to the 
of a couimon standard ef vain® so that pncee the 
world over are related to each other, aixl you can 
make definite calciilationa as to what, say, the value 
of tbe rupee ts going to be m dotlars a year from 

now or MX months from now, and similar ralculations 

with tegard to all tb® currencies of the world If 
you could get them all on to one level, I think it 
would greatly promote the trade and industry of the 
world and the consumption of all peoples 

15 171 (C^aim »» ) It occurs to me that our 
phramlogy bv ahich we disUngnisli between a 

gold standard without the circulation of gold " 
and a *■ gold exihango standard," may not be ooite ' 
familiar to Mr Eoberu 

15 175 (Sir Fursbofnndu TAnlvnfijt) Would you 
help me Sir to pot it in tbe way which you know 

I mean and that Mr noberts will understand* I 

mwelf saw Jfr Iloherts’ difficnlty 

10,(73^ {rkvirmnii ) I wanted to make it clear 
Mr Roberts that for the purpose, at it were ot 
shorthand in onr discussions we are rather ac^s- 
somed to speaking of a " gold standard with a got! 

‘be one hand, and of a " gold exchange 
sUuda^ Cm which the currency u maintained by 
an nmlerUk.ng to buy and kH foreign eicbange) 
on the other hand, and. iq between tb<s,e of a 
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ICo/ihnutJ 


or tlio GoTeriim’irt in Indni to I® 

MHih eysUta is inuad io tail? One must erolre a 
8}5t«in of ctirreucj nliicli lull counnand tke ton 
fideace of tiio people for whom it la dcai^utUf—My 
ktatenicnt t>as in relation to tlio orsaDiwtion of tho 
ledenl Reserve ejstens in the United States of 
AmorKT f mu h banker in New ^ork, and in tbo 
Viestern eoiintiy they had a feeling Ui»t an lustitw 
tioii Kith heajiiujrtcrs in Nen York nouM bo 
iiperitcii for the benefit of Nen York. I think thej 
were ci tirely iiiist-iken in (hat new \Va banken 
of Nen k ork tiro not conscious of a if eeire to aanipu 
litothe banking ayetem to our interfat at nil Non 
kork la the chief city of the United States because 
It rcfli'Qts the proipentj of all that, intcnor couolry, 
uni it there w a crop failure or •nijthiiig clso that 
dislurbs prosperity in the interior, we auOer from it 
in Nen York i\e have o keener appreciation of 
thit thin they have we know it u ao, and n« know 
"0 are intcretled in having a prosperous Ancrtcn 
Ihronghout. so Ko do not fee! that ibeir suapicioas 
nere justified 

Ifi £20 liut 10 spite of all that, you did not press 
10 ir p<»nt of « lew on them, although jou worn eon 
iiucid it was right?— Mo pressed it atrengly enoogh, 
but they ontfoted u» 

Ifi £21 If It la a queatioo of lotieg, then eonfideoco 
f,o« with the ayeteoi whieh la uppraved on »ot«a, 
iloiM It not? But nhere it u not a tiuestion of voting 
only you woold like eortaialy to be a party (o some' 
tbiug uhidi would lO'pire the eoiifideoeo of the 
people?— I think it is very desinhlo that there 
should be eonfideneo, of coutao, esp«cia\)y so lu 
niittara sflectiag a monetary or banking sisteu 

lfi?22 (Cl airman ) Ono of the issues before u u 
os to whether the time has cane at which It m 
pruAint now to bi the actual mtia {«t the standard 
isation of tba gold valuo of the rupee la order to 
decide whether it is prudeot now to fix the actual 
ratio nt which the gold rnlue of the riifiee u to bo 
stsbiliMiI, it IS necessary to eepiider nhether it u 
pnesibls to forage any factor I kely to create a great 
itpsot in gold Tsiucs and gold prices la the world, 
hrciuae it is argued that if tlioro may ho such a 
gre it disturbance to gold pricea ahead it might he 
prudent for India to postpono tbs actual stabtlissiien 


ratio of the ropcc It is »«gs,C3tcJ to ua in ctidcnce 
that «/«e tfucli fnclor that should Io talon into can- 
aideratioii j* this matter to which wo linvo already 
referred, of a holding in the United State* 

Tfao argufiunt is put in this way. It is sild that 
them IS an excess of unwanted gold in tho United 
Slates, and that some ilay ur oil cr hi n cliango of 
iDoBctary j oiwj lo that ttiunUy, tlul may bo turned 
lotno ant result in a great up'^t in gold prices, and 
that that IS opo possibility ahead which would make 
it prudent to wait liefore stabili.<in„ the eycfiauga 
snlue of tlio rupee Now you haic already given us 
aery rnluaUe views on this subject, but could you 
yust carry the deduction one stop furlher, and sav 
whether you would draw any conclustons from what 
aou hale jaat told na fthmit tho position of roH 
reserics la llie United State* upon this question ns 
lu wlcther there is onythiii'; which would rnako it 
prodeiit to wait Ufore stibilising the raluo of the 
rupcoF— I do not think there u ana thing tn the goH 
situation in tho United States lo occasion slnrni or 
apprehension as to n sudden change of priceis There 
are no great reserves in the United States to be 
put <Rto a»e There u no likelihood of a eadden 
inflation to disturb price* in Ibe United States. 

I5,£.M Thanh you very much Tn tho various 
matter* which we hare referred to veil and tb* 
various qiicstiooa we bare asked von, is there any 
Ihinc to which yen would like to return by way of 
further continent?— T think net I tbiok I Jiavo 
exprcascl vny*«lf es fully ee 1 em able ew theso 
points in my stateuient and in tbe replies I hate 
mtido, and I have rnthing »dto in mind at the 
momeiti to eay 

15 ££( It onlv remains for me te espreu Oiir very 
deep appreriatioa fnr your mo«t helpful evidence 
(o-Juy— I liiank yon, genlh'meii 

IS.Tio Qvtv thanks are due to you for pnttin,, 
aoiirself lo what must have been (he considerable in 
renrcnieneo which a sisit to England must have 
canaeil yon?— I have been verr glad to participate 
and give vnu tiv news oa 1 held them 1 (rust (h»v 
me) bo of sime •err'cc 

16 S26 (Chairman ) They are of very great 
advantat^ 


(TA* wifamwifWvvic) 
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period of conrersioa and non-coaTersion is presented 
or a s^cmaulation of gold must I* arracged 

or ‘Jso Bsetaliic ooret of tLo lank must, be eip<*»d 
Finalli, upon tlie comp 'et on of ibo project, rupocs 
m largo amount are to remain in circulation o€ 
liimled legal tender, togetier with bank notes ton- 
lertible goU, and an amount of gold com Tbe 
question of presernag paritr iKlween constituents 
thus becomes an additional element of diSivnltv in 
the plan A country circumstanced as India has 
quito enough to do in maintaining tie gold 
standard If, in addition to the naintenance «t the 
standard as such, there is ths further proMesn of 
jafcintsirong parity betstcen the constituents ol tho 
turrencT, an additional burden is asson-ed TI is 
burden is real, whether it be a formal proTi<ioD of 
the STslem or whether it be only a iKjltce, I mean 
to say tlie gold standard implies tho Eseesiite, 
sHiethcr it be Mt forth in law or merely an tdraifl »- 
tntiou, that the constitueals of the currency bo 
maintaired at panic The enstenco of tbn great 
stoc! of ISO CTores of rupees of limited legal tend r 
qualitr practically teares Iiidia with a ca't mppic 
of !iib«idisry or token currency The OTdinsry 
ptiwiple of token CMitcncj "Re ordanarr sV 
•orh onlc an amount adjurted to its requiremeiits. 
If more than thie amount is present U is ordinafdc 
redeemed by the Gocerpment If it ii not redeemed •* 
iDevitably goes to ducouut So either the amoont 
iBurt be not iB excess of the aleorhtire power f«r 
tliu limited legal tender marrencT or a condition of 
disturbed parity exists, impoiing upon the Oocera 
meat the neceesitc for nsuiletncfig courertibility 
i-etween the constituent elrmente of its correocr 
(m ) Tho third commeal he* to do with tho fac*^ 
of cortUnPH One of the penalties of a gold staoderd 
with go’d IB circnlatioa as sgaiBse a geld exchange 
•landard u its (rrwter eo*l Dot India preeenO • 
furtl or fsetor The pasnage to a goU siaBdard with 
gold eirrulatioB tncolcM not onlc tie use of a mora 
cosily money materiat hut drags with it the oeceseitc 
of ronecrting into this costfe material a great msea 
of non<imilattBg moBcy Tl e plan estutatea the 
nnnnal cost during the transition aa l{ crores, 
thrrtaflor, as one croro Here again these estimate* 

I aie donhtlene been prepared mth care, and I cansot 
question them But no allowance is made for the 
poKSibiilT of tuTlhei and itAemaidiate Virrowiogs 
If more got 1 IS needed or if silrcr falU below »-l 
— and as [ bare stated tbeeo are imminently likely 
deToiopDicnts — the cost of the ersteni voiJd, of 
roursc increase correspondingly parring the gold 
ID the currenoT reserrs to bo used firthwitb, and 
the realisation pmcecds ol the «i1rcr and the sale of 
HsmTilies jn tSie eaehnn’i. n-serres uo further 
n.srf.unes seem to I,e oTailable Further borrowing 
wooll increase the cost and srould mean incrrased 
taxes or reduced expenditures It U an lodslgence 
alnrli may |ayti£ed bit for vl irh a price oust 

(xiii ) Finally and perhaps the m-Kt importaat 
roim Kratinn is the grave aotial inpisiice, no 
recorded but real win b the proposal threalers to 
in'|K>». uivin a great part of the people of India by 
n {a'l in tie price of siWyT U tie fall be *a 

estimated to 2td a great injury a done and if it 
falls below an even more Krcre injury is done 
Tl.ii mai aSect the ooredeereej rupees uliimate'T 
livested ot fall legal tender quality There may bo 
Mino question ns lo this consequeneC in new of tl»* 
limited legal tender quality Bat certainly no doubt 
txista with respect to the efSecl upon tho great 
aannsii in uscoined silrer It seems to me that 
monetary disrussion has hire permitted a term to 
fashion a roecept The o^e of th* word board ' 


a»* apj lied Pi the 
an entirely diff i 
which seerns toi 
which owe tKcir 
1 raciicw They i 


nf other pco| |es 


of nnixuood silver loggeat* 
rigiB aod purpose from that 
In rcaliiv they are uvirgs 

nnss accumulate.1 at the cost 
an J iftlended, as |he asnng^ 
?t contingenciea of illnwa, eld 


Bgu or economic prft.»ure The grarity oi a proposal 
whicli would further etierosth upon the purchasing 
power of theso sacicgs, already injured be tho rise 
111 prices, preents itstlf to tho ffe«tcrn mind as 
ukin to the injuries brought about by war am! post- 
war price inJation ani the depreciation of pur- 
cbaMDt; Jiower of the monet-iry unit In the matter 
rf strings bank diposils the iriie'tc inflicted u(.on 
a great bode of tin. iwpnlalioTi at finding that th« 
sicrumulatioiis bronchi together orer a term of years 
and designed dcfinitelc for relief or supiiort have 
been cot into by a third or a htU, is it were by 
an uoseen hand, dere'ops a resentment which, in 
Bif country at least, has been profonod and bitter 
It BUj be proposed to taie© the domestic price of 
silcer aboce tbo world pnee by an import dutc, 
assuming that tho den-estic demand continue* and 
that uo forther relcaie from the domestic rlora of 
silrer occurs, but I submit that this masks or post- 
pones the itijostico but doe« tiot lessen It The 
Indian pnn.baset* of silrer would he buneg silror 
at tbe world price pfus the import date, and the 
filion cnconragn] of an irtiflcial value in the trav 
cf an Indian price as compared with the real calus 
repreienlcd by a world prifC U import duties 
should go to the extent of prohibition, the same 
lonJiilona woo'd be established with ths added 
dificuUwt ot atuapting to exclude a caluable metal 
from a wide froatier 


(xir ) 1 come bow to my final eritcnois— the prae 
ttcabihty ot the proponL This after all, ta tha 
drteriDining consideration Timelines asd sound 
nesi I01C at cort, be seglected, but not practice 
hibly ITitbin the limits of prudent action it ceenit 
ta ire that this phm, or anc related proposal call- 
ing for a Urge immediate lupply of gold, u &ot 
iracticable Fifteen mllions aterting are required 
at tlie inccptmn of the plan and 3o ai&ons additional 
witbo tho first year These amounts mnyt be 
assured, together with some loore or less undefined 
coamitBent as to such further sid as may bo 
necessary becssse of nnder-ertuaatw— all of this 
withio tho first year The possibility of aeeurtag 
such an amount of gold entirely independeot of the 
raited Static mr be elisaux«*a The Tnitsd State* 
must fi^re in it to a greater or lea degree, either 
as the direct eonree or as the indirect source from 
which a suhitantial part of this CO miUioni rterting 
must be secured Indirectly it larolre* the idea 
of Eccunug gold, in the firvt instance, from other 
qoartCT* with ultimate incidence ujion the Tnited 
ftateo The penalties and the hnrdens of this 
procedure wiH b« diseuxsed bv Oorernor Stron>’ and 
Professnr Speague, and I will not refer to them 
M w matter of fact, the direct proruion by the 
Dnited State* of a substantial part of the gold 
required seems to bare been clearly desK^ned Tie 
quertionnaiio sugsests that 2d oiiUiom sterling 
^ Prorided by London and 
loO miUiOn dollars by New korh Thu is probably 
a mmimum and w.lLoul any expixKat.on that 
a quo > wmdd bo transferred indirectly to 
New Torfc The plan thus seem* ab'olntely wn 
drfKinal upon a largo credit in tho Cnitc! Slates 
and »wodly. npoa this credit being realised .n 
gold kirrt aito credit siij. ply The ey^l, 
last 10 yearn haiw made the Cnftll Shi** ! 
new sense a centre of capital supply, but it i. ,o 
domestic reiiuirenients 

of the Coited State* are large and increi.m.. -n 
demaeds of partly yaenle.1 ‘’“‘I- Jiie 

ftell, wJl .SS, ” UtATJ'S-l 
c™>* '^S‘’cra*mnts"»h'’.XM' ent.’re^^ 

accordingly deteIop4 eyy^^ * i P® 
hewn cy|,J.lbw.1 mto a 

aubject to departure b, the v , “ “Iw«r* 

a»j b, Itochu, Ol., ,1, 
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7 May, 1926 1 Mr Rj-mamw firnovg. Dr Ucm II UomivDra, [Confinur'/ 

and Dr Omaeb M \V Briuctii! 


(ir) In recent jeara there haa been soioo teadeacy 
to an inrrcofe in the industrial use of titeer A 
limited ainmiDt is being taVen for nao iti the mtiUoli 
picture industry in the form of silier iiitrnie This 
jiarticnlir use of silrer, honeier, u limited The 
use of eilTernare might he stiniatated somevbkt by 
ft decrease in the price of sil\cr, but in general the 
cost oC the Bilccr in such products u small compand 
irith the cost of labour , so that the amount of increase 
ID consumption in this direction ts limited At pre- 
sent there does not appear ta ha any direclioa la 
which the use of silrcr uoald be largely increased by 
o decrease id the price 

(i) rile present stains of the demand for ailver 
may perlinps best be indicated by the recent price 
marement Ithite production is at present at shout 
tile same rate as before the war, prices hare for a 
nurahec of year* been weak telatire to the nwrunent 
of prices of general eonimoditieg, as le shown by the 
ftccompanyiiig diagram, which compares the arerage 
annual price o! siher, taking 1913 as 100 per ceni , 
nith the index for uU commodities of the United 
Slates popartmeut of I a! our There is also plotted 
on the same diagram the group index for farm pro 
ducts, because that la a group of products the price 
ol lebicU has been, tlis occasion for much disciKSion 


A Oempateil from the Mint price 
P Computsd from the ptiix n» rcporlid b> the 
Director of the U S Mint 

C 0 A« reported by the Pureaii of Lnl or Stslisl>c< D 
Department of Labor 



bersuee it has been Ion* rclatire to other prices Tho 
chart indicalM that tlie price of silrer liiis been low 
ni>t m»ly Ttliliio to all commoditiej, but low leUtiae 
to farm products as veil, and the present price of 
silicr M only 13 iwr cent higher than in 1913 and 
abo It the same as in 190C and 1^07 

(ri) filter Proifucfion — The second poealbihty is 
that a reduction in the demand for silicr and an 
inrrcn e in tho uraihblo supply might bo accom- 
I lined by suIBcicnt clisticitf in the iroductioo to 
pment tiio eeriuii.< a price decline It u necessary, 
therefore, to procKicd to an exammatioD of the 
worM a pioduetten 

(ill) Of the 210 million fna ouiiecs of silrer pro- 
dnersi in IW 176 million or 7J per cent , wire pro 
diKod in North tmenia Tiie balama of prol'ietion 
t> scattered widely threughoiit tho rest of the world 
ThoonW diUsded tost statstica asaiUble are for the 
N irtli tmeriran companies, a largo proportion of 
obicli are 0 Hi>.d largely in the liiitisi Ntntrs 


(fill) Two sourres of information are nnilahle for 
fl e punoac of this report (1) The statementi of the 
{onipanm producing siWer published in llieir 
oiiuual reports or lu the Year Hook of the American 
Huresu of Metal Statistics or other haod books 
ond (2) a «et of cnaSdcntial reports on costs, wbieb 
were submitted by tho principal producers to the 
I Kited Slates Senats Cbtnmuuoa of Gold end Silrer 
Inquiry, appoiotod in 1923 
(ix) A study of the published statements of the 
indiTidus] eonrerns has been made by Mr AtIhQr 
Notman, Mining Engineer and Geologist, and bis 
report is attochod An indepcmUcit stady «( tlie 
rm fidential data subniitteil to the ^nate Commis 
s All bae breii made by Mr n A C Jenuou, 
fATmerly expert for thnt commiasion, and now Con 
cwlling Mining Engineer for the Guaranty Trust 
(ooi|>any of New York, and hia report is also 
attacbed In bis report it has been necessary to 
concoal tho names of the companies because the data 
were (ditaioed under conditions that the; would ^ 

I rpl confidential No summary of theee dal > has 
liiretefore been aenilahle 


(x) For a detailed study of the effects on the 
mining mduetry m the Tnited States Mexico and 
Canada refeianca mey be majo to thc-e reporte 
bnt Ibeir Gndingt mny Is summarised briefly here 


(xi) The nature of ailrcr production ii the United 
Stfttea la shown in the follomng table* and diagram 
\beat ooe-third of tho prodoetion in from dry and 
siliceous ores the major product of which is silfer, 
aUbough there la also a by product of gold which is 
an important element in the yield of a number of 
tho mines Tho other Iwo-lhixda of Uie country’s 
silver production ig a byproduct of tho mining of 
copper and lead, with tho exception of nboiir CJ 
toilheu ounces which u derived from unc ores niid 
eoinplex ores No such precise division of produt 
tion into typos ig available for the eilver produced 
elsewhere in tie world than in the United States 
hut It may reasonably bo assumed that the nro- 
doetion in Mexico shows n voniowiiat aimUar distn- 
bution between types The effects of price chanees 
on mlver prodpction under three elngsificatioua may 
b« eommentod upon as follnwg ’ 


Appfaia he 
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be quite intelligible if, after the price bad gone 
down a bit in the aorld market it should then take 
a sudden tumble in India preceding an aaalogona 
decline outside I do not know that that would take 
place It IS merely an hypothesis deaigned to illus- 
trate the nncertainties which a cautious Government 
should take into account in embarking open tbia 
plan 

15,2S3. I only want to bring out clearly that when 
it is alleged that the price of silver will go down 
if there is any change in the form of currency m 
India and ailrer is sold America shonld not overlook 
the possibilities and potentialities of the internal 
consumption of that silver wbeh will be discarded 
at coin, since there is a great potentiality of its use 
in another shape? — In India* 

15,2^ In India? — I have supposed that there was 
a growing preference for gold as against silver and 
(bat although for certain ornaaiental nees sitiv-r b still 
preferred, there la an intermediate ground m wbich 
yon can find evidence of some displacement of eilvev 
in favour of gold I simply wondered whether a 
tendency of that sort, if it ezists, might not be 
accentnated, or, if it does not vet exist, night 
develop 

I5,S3d (Str Jfun«il]t DcbluMop ) But some dis- 
placement must alwBva fake place when any fonu 
of eurrency la changed That is inevitable? 

15,2S6 (ChuirmoA ) 1 understand the force of yonr 
reply is this “In so far as jon diminish the cer 


tainty of the value of silver as a metal, people will 
turn to gold* — Yes Ono of the most serious oncer 
iatattea of this plan as I see it is the possibility 
that it may lead to the accentuation of the habit of 
acquiring gold as a store of value The plan seems 
to me to presuppose that the introdoction of gold 
currency will tend in course of time to lessen the 
acquisition of gold for non monetary purposes That 
I believe to be exceedingly doubtful m the first stage, 
for I believe that the blow given to silver as a store 
of value will tend for the time being to accentuate 
the tendency to acquire gold, and, in the second 
place I do not believe that the use of a gold 
currency is cafenfaied to weaken the tendency to 
accumulate gold, but possibly, only to facilitate it 
The habit of accumulatiDg gold m non monetary 
forms Will be weakened in course of time as doubtless 
r, the case to some extent now, bv the development 
m banking, bv (he spread of the habit of invest- 
ment, and by the development of insurance for the 
Lenefit of oneself or one's family and soon A great 
variety of wavs or substitntes will, in course of time, 
no doubt tend to diminish accumulations of gold in 
non tnonetary forms, but I do not believe that tbe 
mere use of gow currency will contribute very much 
la that dirsctioo, and almost notbing at all disso- 
ciated from those agencies that I have indicated 
15SS7 (5iv Jfoneelji Djdiihhoy> Thank you very 
raueb I wiQ refer to tbe gold aspect of the matter 
later on 


iTAc •rifacsscs withdrew) 


FORTY-NINTH DAY. 
RTonday, iOth May, 1926. 


TnanifinTHo> EDVrARD HlITON bOtSO 
Sir ruiK.vD&t>aTK MoosiBisa, KCIF KC't* 

Sir NoncoT Hisvixes 'ktstss WaiiBt.v KCIE. 

S\r Jtxaaica dfiiar, SCIE, OBJ 
Sit Maveckii Bnuun DaDisaor, K OI B 
Sir Hevut Stuassocb, KBS 
Sir Alexavueb Robebtsow Mcuat, CBS 


PC OSQ DSC.MP (Chairmna) 
Sir PrasnoVAUDAS TnAWracAs CIS 
ML) 

Professor Jasamiiz CoovsKjBa Ouviixa 
Mr Miu-iAM Edwabd P»E»rov 


AIBE, 


. »r .1- v.ileral Iteserve Bank of New York), Dr Jacob ff 
5tr Ba-vJAWtv StaONo (Oovernor of the ^dend C „ Cuiversity. Baltimore. MaryUnd), and 

Hou.a.vi>xb (rrofeSMr of ,Jl Finam^ Harvard University, Cambridge, 

‘ ' rwaalled and further eiamiued 

ITarreo. will you assist 


15 2«6 (Choirman ) Dr Sprague on tbe last owa 
eion we bad oomluded tlie aesistatice we vere 
ing from you on the sif'er aspect of this Sch^o 
To-day we propose to proved with the gold espert « 
tbe Scheme I understand that it will be eon' 
in the first place if Mr ^Varren 


1<,290 (3fv n'orrrn) (i) This la a memorindam 
on the gold produitiou and consumption of the uorld, 
prepared by Mr Vf RandcJph Bnrgcea, of the 
Federal Rosene Bank of New bork 


read to 

~ ........... uhich you have P*** 

pared on this aspect? — (Dr iproijue ) Yei 

Gold paonueno'* a"*® Co^scurriov 

iween tha nearfr es it has Icon pi^ible to estimate them 


CoKU*' 


balance 


In eetimating the probable --- - . ... 

„M , r-«i«oT,n ..a .a jo>a 

available facU are Oie production b» 
past few years and the_ consumption by c 
Tbese facts a 


presented in tbo following toblee as 


Afp. ta IB) 


scLem* far a gold •laii3ird W‘th earii 


radable data Tbo production fignrei 
obtsiaabfe in moderately arcorote form The res 
eniuptioct figures have been collected from a variety 
of sources, and in general the computations bv Mr 
Jiweph KitchiB have been followed for the years 
through 19S3 Tbeec figures are BUppIemeuted is 
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llOVAL COMMlSStOV OV INDIAN CDIlBFSCy AND FINANCE 


Tabte No 2 by <lata culnR tlx itajwrt* CO to 75 oitlion «!■ Har* Im than tho yro-»ar ficon-* 

Bad th« o[ j,oM m rtuintrift A oaiab^rof Iha roW imiwo* arc rvin>rl*d •* taakinic 

f>r tire Kirs siti-o U>C0 Tire titiiation tpiy litlfe proCt at tbo 0°^*^ 

«itU Koai'i ta lire jiroOuclion of p'M way trew g'J4 dtscotene* arc ttiada tharo appear* to Ire 

bo fummnrtecHl by sAimR (bat ID ibe )>nst low yea^ Nltle imnualiata pmpoct ol aoy incrtato In roM 

I roductiuii bat b«on increasiO); sIlRlitIv, but baa lureo | n>!u<rtjoD beyond prraent Cgurra 
Ts»lb ) 

Gut I I r<NlurIioa a/ iia Wcrhl, by IVt>n/rirr 
<Ib niUiona ol doHan ) 
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Sgureer 

inylonii lOOO-lV’i —Trail© ami Nangatton of tho 
UK IQ GoU am] 6ilr©r Statislica Serial J 
p 143 

— Trad© and NaTiBat'on of tie 

D K 

fniNtr 1900-19tt> — SationaJ 3Ionetary ODiBinia- 
6100, \ol 2| p 3i7 

1900 — bCatistical ^hrtrart for Pnn and 

otlier lore {'ll OoUDtrieg p pc 

1910-1923 — DocunieDta etatutiqneo anr le 
Oimmerce da la PraiMo is Gokl and Silrer 
StatistKs Serial 3 p 146 
Si<nf*rTlaod lOiC^lDiil. — Gold asd Sdrer Eoto- 
pean Currency and Finance p 401 Serial 9 
Japan 19011910 — financial and Econoinie 
Annoal of Japan 101© pp 934)0 

toil IIM — FiBancial and Economic 
Innual of Japan, IFVt pp 102-3 
^r< Imperii or Eeporli of GelJ /©r lariotti 


<tn Stiltons of Datlara) 
A»4 Ipiporf + Arf A.rpor4 — 


Tear 

Germany 

India.* 

Italy 

1900 

+ 30 

+ 0 3 

- 3 

1901 




1902 


+ “9 

+ 4 

1903 


+ 32 

+ 26 

1901 

-h 86 

+ 31 

+ 4 

1903 



+ 29 

1900 

+ 85 ' 

+ 46 1 

+ 21 

1907 

— 8 

56 

+ 2 u 

1909 


4 - J 4 


1909 




1910 


+ 78 


1911 


+ 123 




+ 110 



- 76 


i — 3 



+ 21 

1 + 1 



— 4 

' + 3 

IJIO 


+ 43 




+ 8 * 


1918 


- 18 

1 +02 



+ 111 




+ 10 


19 -M 

— 0 07 

- 14 

+ « 

1923 

— 2 

+ 200 




+ 142 




- 1 - 344 


1925 

1 + lS 3 t 

1 -f llli 


19’6 

“ 

~ 



• Fiieal y«»r bws, *4-, fifsrea for IWO loclaJe April 
DecrmbertyuOandJiBnary Uareh, IWI etc. 
iBcrriM IB lleiehibua • gold boldinga. 


(cm my 1900-1907 —> ational Mooetarj Com 
mifsion \oL 21 

I903-I9I2— Ftatiat cal Abafract lor tie 
Pnn and other Foreign Cbunlrie* J90I 1912 
pp 96-97 

1913 IS’O-"! —League ©I Kat on* 

Hilanoe of Pam enta \ol 11 
liuita igOO-lQl** — ‘'hirra* Indian Finance and 
Panting 

1913-1919— sutiitica of Bntlsli India 
StatielKS Dept lO-M 

19KI-1922 — Beport of tlie Operation* of 
the Currency Dept. India IP-’l 1923 

ISia-lV’d —Report of Controller of Cur 
rencT 1923-19-'’4 p 6o 

19- 5-19-*0 —Samuel llonW gu and 0> 

IftiJy 1900-1909 —Slat stical Ahstract 
Pnn and other For 

pp 90-7 

1910-1923 — Eurr 
ance. Serial 9 


eign Coontnes 1901 191« 
i|>ean Currency and Fib 


Ae< Imports and Arporfs of Gold for Partcui 
Countnrs 

(In thnuiands of dollar* \ 

ATcf fnporfs (-p> Ac* Fxporfs ( ) 


Year 

Denmark 

Pern 

Portngnl 

Finland 

1«*00 

_ 

+ 1815 




1901 


— 146 




1902 


+ 394 




1903 


+ 1703 




l*Wf 


+ 1961 




I'lO© 


+ 1664 




1806 


+ 2 492 




1907 


+ 2 >78 




1<»08 


— 277 




1902 


+ €67 




1910 


+ 2487 



708 

1911 


+ 877 



’123 

1912 


+ 477 



2 093 

1913 


+ 331 

- 354 


5 

1914 

+ 035J , 

+ 530 

- 461 


3 

1915 

+ 5 3S5 , 


-f 974 


2 

1316 

+ 13963 

+ 462 

+ 81 


3 

1917 

+ S”02 

+ lS,50o 

+ 14 


4 

1918 

+ 5W1 

+ 360 

+ 46 


8 

1911 

+ 11738 

+ 1460 

+ 2” 


3 

IJN) 

+ 8‘’3 

+ 3416 

+ SO 


167 



- 409 



64 

1922 


- 487 




1*»23 


— 

— 



1^4 

+ 3" 

— 

— 

+ 

103 


“ 




" 


<etircei — 

Hcnnori 1914 19"0 — Dantaarks Vars Indog— 
Idfortel ID maiM Book 

l^.fI924 — United Statoa Dir««tcr of 

the Miat 

Fcru 1**00-1909 -^tatutica) Abalract of Peru 
1<»>3 p “C 

1910-19''^— League of Nation* Balance of 
rayment* Vel 11 

rerlayol 1913-19'''0 — Comenco e Karegacao 1917 
AIIIT 

I nfond ]9t0-19'’l — League of tiatiuns Balance 
of t'ayDieots Vof II 

IS- 3-19^4 — United States Director of 
tb« Mint 


Net Imporfi and Fzporii of Gold for lanoui 
('ounfnct 

(In t) oQsands of dollars ) 

Nel Importt (+) Uti Erporli (— ) 


1910 

1911 
1912, 
19«l 
19M| 
191& 

1916 

1917 
1918, 
1919 
lo^O' 
IW| 
19^' 
1933 
19^1 
IV-Sl 


-)-I3 2bJ 
•1- 3«fc» 
-HITbl 
-hW8% 


-f-6'’,503 
— 410 

— 2W12 
9664 


- I - 48 3 4 I 

- 5,5‘>0 — 60 '41,7 I 

- 1 U12 , — 8 807 

Srif — 96UJ 
• ■ - 47 *1, 

— 64 JlSl 

— IJ 8©0 1 

— ‘iw 

— %$IS 
. , - 25 "78 
15l- le 'll 

gj - 11 


— 1 S’d 
+ 5,813 
—21 0-* 


—6 “’go 
—0,330 
—5,2 0 
—I fit 
-5,348 

—I 404 
— 204 
—6497 
—4,341 
—*>973 
— 2G’3 
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[Conliiued 


^ovrees — 

1910-1D22 — Lrisue of Nations 
BaUiira of Pij-tnenls Yol 11 page 190 

Dmt«l States Dirertor 
of tl e Mint ^ . 

Pot maim 1910-1915— League of Nation* lUl 
anve of PaymenU Vol 11 page 2-^ (also year 

CAini^ 1910-19'” — League of Nations Balance of 
Payments Vol 11 page 316 

lOea-lS"’! — United States D rector of the 

Mint 

Attitrol t 191<1-1'>'*2— Leavsuoof NatMM Balanc* 
of Pa>ment5 Vol 11 

— Un ted States Dtieetor of 

the Mint 

Nrir /rot nd 1910-1922 —League of Nation* 
Balance of Pajn enls Vol 11 

lOH —United States Direc 

t r of the M nt 

Aet finporii and ilrp&H) o} Gold for lanaui 
Uounfri(5 

(In thousands of dollars ) 

Nil Iniorti (+) Nef bJiortt (— ) 



Bras I 

Cb te 

Egypt 

5^0 

‘■Z" 

1010 


_ 

429083 

_ 

4 64 113 










419016 

-183710 

4 34 243 



- 12 

— 7 491 

-178 976 

4 3 437 


—So 131 

- 3 

-94^80 

- 95^12 

- 12866 



+ 360 


- 794 6 




— 20G 

1- 865 

-190 426 

4 24 618 


- ISO 

4- 6 900 

- 306 

-284 8t7 

4 ‘’5 412 



414 914 

— 163 

-163 461 

4 17162 



4 6056' 

- WS 

-2n5U 

Jr 81 16T 


+ 613 

4 3 236 

4 4612 

-163 918 

4138 176 


+ 29 

4 4720 

4 64 

-165719 

4 61 

192’ 

1903 

19‘’I 

1925 

192G 



4 649 

-142 472 

4 9 


Ttroz 2 lOIO-lVl —League of Nations Balance of 
Payments Vol II 

Chile 1013-1921 — LenKue of Nst ons Balance t>l 
Payments lol II 

Egvpt 1910-19"? — League of Nations Balance of 
Paymeota lol II 

SoutK A/nei 1912 19^ —League of Nations 
Balance of Payments 1 ol II 

Arqtnt n( 1910-1922 —League of Natmiu, PaUnce 
of Faymeuts lol II 

\ef Imporli or Etporl3 of Gold /or Fanons 
Counints 

(In mlUns o{ dollars) 

A cl /" p rf (-r J 1 cl report I-) 


Inr Bilgiom Span . Sneden 


1902 

IWO 

l^OI 

1005 

190C 

1907 

190? . 

1909 


-poo 
-06 
+ 02 
— I 0 



- 0 I 

- OOOi V 

- 0 tl I 
-P 0 01 , 
+ 0 0^ 

+ 01 

+ 0 09 I 


Imp/fl* nr Er|nrii oj GoU {or furious 

CoUTitTltS — (tW\tVlM«'l) 


leaf 


19M 

Wf2 

19>3 

1914 

1915 
19>6 
1917 
19»« 
191/ 


19*1 

ly” 

\<SlA 

19*5 


B 1^1 m 

PF.1. 

S.rf.. 

4 1 5 

+ 0 07 

_ 

+ 11 0 

— 0 01 

+ 1 

44c 

+ 02 



— 0 1 

+ 3 

4 3 I 

+ 4 9 



+ 42 4 

+ 13 


+ 68 6 

+ 5 


+ 114 0 

+ 20 


+ C 5 

+ 9 

4 0 4 

+ 85 4 



+ 05 


+ 02 

- 0 9 



+ 05 


+ 08 

+ 0 003 

— 

- 

- 

- 


<JoUfces — 

Belgium 1900-19'*3— Ruroiean Currency nnd 

Finance Serltl 9 p 303 
Spiitn 1900-1923 — Europ an Currency and 

Finance Ferial 0 p 3'6 

Sw* lea 1911 1923 — Eniopenn Cuireney nnd 

Fma re Serial 9 p 39* 

(ill The dsta for gold coniuniption indicate that 
for the three year* past practically all the norlls 
^<1 product ou has hecn ahsorhed by the industrial 
•ft* and by India aed the amounts araijable for 
monetary use have been yery iisall It may be pro- 
mitned that induslTial arts miU eoutiu'oa to absorb 
from 1(0 to 1«0 m II on Mlars of gold nuch year 
The principal unknovD factor* la gold coasuaption 
n<e (1) the eestumpUeik nt Ind a Inr nn'a-iEiwntAny 
porposec etc and (2) the demands for noaetary 
geld by Tsrioul couutriet of the irerld which are 
rplurniBg to monetary stability 
(in) It seems reasonable to beliere that if the 
present proposal were adopted her consumption of 
guld for non monetary uses would be increased 
rather than d nuaished hecanss of the gieatcr recog 
nitioo of tJ e Talue of gold and silrer import* m ght 
well be replaced by gold as silrer lost oome of it. 


Tssaa No 3 

Ceniumplion of the ITorU i CoW Suppll/ 
(In Jf 11 ons of Dollars ) 


perfod 

i 1 

1 tl Ofl«l 1 
iFrodac I 


IlillL'l 


At* 1 1 

ablo for. 

tiry 
U»e 1 

BtockaoC 
IfascU y 
Laid St 
esd cscli 
Pacind, 

|S35 39 
(8(0-44 
1845-4J 

|8S5-59 

(860-64 

(860-69 

1870-74 

t«-5-79 

(880-84 

(885-89 

(890-94 

(895-99 

I’HIO-Ot 

(905-09 

l910-(4 

(Year) 

13 6 
li 4 ' 
37 0 
lU 8 ' 
164 4 
121 6 
130 4 1 
116 8 
lira 0 ' 

lOI 6 
U1 0 
147 0 . 
246 2 
nag 0 1 

419 4 , 
4j7 4 

11 6 , 
12 C 1 

14 6 1 

15 6 ' 
20 4 1 
SO 2 1 
41 8 1 

56 4 1 

57 4 
61 6 
48 6 
50 6 
63 2 
76 9 

117 8 

age nt 

2 0 
2 0 

4 8 

4 8 
IS 6 
34 0 
23 4 ■ 
10 8 

3 0 
18 6 , 
10 8 

4 0 
23 4 
31 2 
48 6 
93 4 

8 8 1 
4 0 1 
4 0 ! 
7 8 1 
16 6 
12 6 1 
6 8 

periods ) 

4 8 
17 C 
94 4 
98 4 
57 4 
Go 2 ' 
49 6 : 
43 8 . 
22 6 1 
47 6 1 
88 4 { 

lot B 

173 4 1 
2CS 4 1 
•>39 4 

SS4 

9~8 

I0C4 

1 538 
2B30 
2817 

2 643 

2 891 
SllO 
3‘>23 
3461 
3503 

4 662 
5^29 
68.16 

1 8 0o3 


* Piscsl ^far*. 
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T*nm No 3-^fOTitinufrf) 

1 inr<i tt ol the Unrlli PoU Silt^g 

(continued) 


Cb HK BluiKUry 

ftad Ifope I 
I S*pt. Utj •miMcb 

PwmU 


Tajils No 4 — (conhnued] 

Vonefaiy Call Stoeli of larioui CouJ fnes 1913 
an I IJ^'S — (fontniued) 

(In Million* oi DnUara ) 

O Klry 1913 1905 

duifroliiaia 

Australia 185 234 

Now Zealand 24 39 


319 73 I’O 

SOS 153 93 

33J 141 2o4 

313 _ 133 


(it) Th* other factor ol mportanco m considetlliR 
told consuinition of tie filure an 1 tho cffccla of 
c(ianK«t >n the tpld narhet upon prices wages aii<4 
the cost of living 11 the demand (or gold (or mooe 
larj ptirposea hy Tarian* countries of the world 
Tie familiar facta about the changes which hare 
inliMi place )B the gold reecfcca et the baokt of isaoe 
of Tnriona countries are suaimarited in the foKowiog 
table as far oa figures are available The table in 
(licatM that the ppMcnt cold fracfrca are more (ban 
bvUkon doWara larger than they were before the 
'^ar An analysis of tho table shows liowerer that 
?! hifhen nf the increase is in (he flock «f p>U tn 
the Inited States Tho increase mereorer is 
i-ather mulendini: m that »t does not represent a 
genuine increase in tho amount of gold araitAbtc 
tor monetary tiso hut rather a concentration of gold 
■n hanks of lasne aod its remorat from (he ra ilta of 
eomtnerrial hanks ftotn hand to hand u*« and from 
stores held hy (ho populatioa 

Tsati No < 

ifontfory I'tH ^(ocki a/ Tonoai Cgunlnei 1913 
and 1925 

(In millions of Dollars) 

Country 1913 1923 

Austro-Ifuogary 351 

Austria ~ 2 

Hungarr — 10 

CkecheJIloTak.a — 

Italy SS<S 210 

Hounjania 28 27 

Jugo-Slsvia 11 1® 

Poland 26 

Belgium <» » 

nulgari* 11 8 


Spain 
Swedes 
Switzerland 
United Kingdam 

Br tish India 
Dutch East InS e» 
Japan 


friemf Frpf imifioiii — For moat conntrie* figure* 
are th<»e of central banks Sxceptione noted 

19^ figures are (or end of year or nearest am table 
date — 

Ao>lro>ffui)0<irv — Upon li^uidaton of 
AuatroKHungary Dank the gold atock amount- 
ing tn 930 O') 900 wot divided M follona — 
Austria 3 million S 

Hungary 3 

Cwwfio-hleTAkia 7 

Italy 3 

Rnuniama 7 

Jugo-Slaria 5 

Poland * 

(tfemoranduia as Cectral Baake 2018-]9')3 
page "S ) 

ffaftf — Treasury and tl ree banks of issue ex 
eluding gold on dej oat in England 
Frnare Excluding (WM on deposit in 
England 

GeTouiny — Holding of Re chsbsnk and four 
private banks of issue Gold abroad included 
Noumaiiio — Gold feat to (tusaia esc1ude<1 
ifutriu — 1913 — Iteserre of Btnte Bank (Memo- 
randnn on Currency and (JentraJ Banks 3913- 
lO-M Vol II page 1-40) ISiS— Reserre of Issue 
JDepartiaent of State Bank 
$pa tt — Gold hold ngs of Treasury included 
BnfirA fnd« — Paper Currency Iteserre only 
Antlntlii — Treasury Cbmaionwealtli Bank 

and coannerc al I anke 
Hex’ Ztalapd —Banks of issue 
Boufb A/ncu — Iteserre Bank and other banks 
Conndn — CSiartered Banks Ooiitral Gold 
Iteserro and Dominion Treasury tnchdes gold 
held abroad by banks presumably largely ,n 
Now \orfc Th a may involve a small dupl c». 
ton w th th* stock of gold in the Dnited State* 
Onitni St«t« —Stock of gold 
4rp«n(in« — tkinvers on Office Dank of tb. 
Nation and other banks 

Ckno and Ifrxico — No informal on available 
Ctatral America — Holdings email 
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(t) In ronsideTjng lar Tarwua nnantn« w»n 
u^iVi V» 6tr«n?:then moneUry poatino, 

tb«r« nrn two sna^or qnr^ons 

(1) Tb« position of the banks of wane 

(2) The nse of gold for hand to-hand oroJ*- 

The avMlahle fact* bearing upon the trrt «j»eat«>* 
ore ahstrartod for a number of countries tit the 
attached table, ehowing the ratio of gold reaerrm lo 
combined deposit and note liabilities of banka of 
issue Thu table indicates that for many of tho 
banks of issue the 6°*'^ ratio la rery close 1* that 


vharh prerailed prior to tho war Bat Ibero are a 
lunober of counttioa to the table and aUo a number 
for which data are not arailabk, where the present 
stock of gold la probably inadequate aa a monetary 
teeerre ecea when concentrated in the bank of lasne 
tod if wo assume that the increase in the gold 
rwerm siooo 1913 should he commensurate with the 
jocreas* an prices and wages, there are many of the 
««untrus whiw* rwene* are inadequate However, 
ui a Bumher of case# balances abroad are at present 
taking ihe place of reserres of artoal gold and this 
practice makee for economy in the use of gold 


Taata No C 


Hufuso Posmow or VaMoe* OotreraiM 



O Jane Hit. (•) tna. Pi 

<1* A?M ear **{ {»M {«> A '* 

(«) J»^ "7pa* Pi Ur«»*<lfeUt»>srl«*J, »« JJf. ('») ISlt ^ 

SoiueM Bank StsUmM* mad lAasueeC aivi»xeo Crviftl 


<vi) Concerning the proUem ot the Use of gold in 
hand to hand circnlatios the Cmted Stales >s now 
practicalJy the only large country where this type ef 
circulation has been ceeomed since the war and few 
other countries are in a position to permit such 
circulation The question u to whether band to- 
ban 1 circulstioo of gfiW. snU ba ecuAcany resumed la 
iiBposiible to entwer and speculation on the subject 
i» laTgely Imitle*# In general the world cannot at 
present afford snidi circulation 

(Til) The rmolt of this general inspntios of tl» 
folure produ-ton and i-onsumption ef gnkl would 
appear to indicate that if India, centinues asytbii^ 
hke her recent Ukinga of gnid the world demand 
for goU will eaailT ahsorh all the amiable supply 
and the tendency for eommodily prices wiR be to 
work lower rather than higher as far as fher aj« 
wauenced bj geW nnW this inbueneo u offset by 
economy id the use of that metal Thus any adds 


Uooal demand which India might make upon the gold 
market would be likely to exert a depressing influenco 
upou pneet. 


1S,391 {Hr ITmTcft.) That concludes the memo- 
randum on the subject ul Qitd ouusumptaon and 
pcoductioa, be 3Ir Bnrgms. 


M 2 Jr> rrofeaeor Eprague, pethsj* it would be 
convootuBt if you could ase rt us by soy general 
amplificotion of tbo memorandum which ha* put 
been read which seems to prondc in itself the answer 
to most of tho particular questions in the quesUon 
which has been submitted to yon? 

15,293 (lie Spngut ) (i) I think I can lako op 
tho questions relating to gold in groups I wuh to 
indiulo what I CDOceire will be tbu effects of the 
mUbluhoent of the plan upon the gold standard in 
different parts of tho world and then to oonaider 
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the wcrkinf; of tbo ptaii on tho aupiiosition that it 
has boon jufcoMfiilly c<itabliih<al upon tha lunction 
ingof th<? B®'*! RlfttiilariJ lioUi in India nm! alsowboro 
Tbo nwmoranctum u do"iBiw<f to »ho\v that there is 
nn free fwW anywbero in tbo oorltl outside of the 
United fctatis and India In India tbo Rold » 
apparently inaoeo'»ib!f There w a large atoeh, but 
it ts not arailablo for roonelnry piirpoecs In ether 
eonnlriea, tbo United States exeepted it ntiuld 
appear that exialing »took.a of nionotary fioU 
aniueebat defieient, that, at least in many et lho«> 
ixmnlries, it irill I* ditfirahlo to increase the eteck 
of gold held in central banka that to withdra* any 
appreciable amount of tbo enW now hell from thwo 
countriea nouhl threaten the tnamUnanee of the 
gold standard, and would render it difficult to mloro 
tbo gold standard in rarioni tonntrica which con 
template that step in lbs not distant ftttoro 

(ii) In the United States nlono, there h a Urpa 
amount of what may bo styled '* free RoM ” and tho 
last nnestion in tlie queslionnurs relating to gold— 
Question 10-«ccma to imply that there is » 
daticy of gold in tlio United State* ncdandancs 
■a a word which doe* not seem to me to applr w 
tbo situation You bare a condition of redond^ 
wWn tbo situation w inch that gold « be>BR 

nut ol the eeunlry-epiUing oxer fM"> tb; 

Tk,l » ™l tk. <■« i« th, CmW OW 

w no erideace of * sittialian tending to the oiporU 

tion of gold bceauso of a IcrsI of ptw« not « 

bfiom with prico JsTsla «n fa 

VTial one may say regarding tbo goU 

tho UtiiUd States w that a eonsidcrablo " 

gold mifcht he -ithdra-ti without offec mg »be lewl 

of prici Without inrolr.ng a 'JSfw 

and a dcwlino in prices Or. to atata «t »" 

way, wbiW there is an amount of geld m ‘be 

StalcJ. which would pennit a decided 

inent in pricea. th- gold - out at 

the country in an upward price 

1 . little e.idcfKW that such an upward 

to trewr The total amount of fr« P?™ , * «io 

,™l., ..J 

.. . 

Thm „ •:» .....I, bJkon Ml.™ .1 e.w^;“ 

.,,,,,1.1,™ “"m™ j,” lit oi MJ 

fientes aeainat winch an equi^i*“*' » tIw,™. coM 
W heM in tho United Stat« Tre ^“'7 Th«« ^ 

urtibcatas "® cert ficatas beceme 

»nrr mifiht he rejdaced in circulation by 
•»n* ■mninit of Federal RceerTO Notes aeams* *" 
Uio hcderal Keserve U-nk. a*^ 

the proper geld reaerre-^ny dO ^ P ^ cf 

th« would release *<>";*»*»”« between 

gold So that in total ,T,"i,,.h might 

1 SH) millions and 1 GOO millions of gold which 
b/w.irirawn from the Um(«l States ..U.oot 
latiiig credit contraction and ”th.n 

tbo one available supply f ‘’^TL 

that currently produced to 




■e<inircni< 


i tho 




present lovrf 
sed plan woiil 1 


3 supper. •— 
total the proposed p 
B 500 millions — rather 
lUnn a thir^l of this free stock of to 

place loans in ,i,a Onitcd States tha* 

from tins stock of f-o d ' This gold 

its supplies of (told would he sc.- 
“ 1 10 Uni 


ited Stst 


hithout any credit distnrbancca under certain con 
ditions Assume that the loan were placed in the 
New Tork market and readily taken lij investors 
tiu hanker* receiving tho funds from investors noutd 
take the proceeds in tbo form of gold, exporting that 
{•old to India The immediate result would of courso, 
bo a roduition in the required reservea of member 
banks, since the member banka would necessarily 
withdraw the gold from the Federal Reserve Banks 
u that IS the only available supply of gold Their 
reaerte requirements being reduced, it would he 
necessary for the member banks either to contract 
ersdit in order to reduce their own deposit lialiili 
Uos and so their required reserves, or to secure 
accommodation from the Federal Reserve Banks in 
order to restore their reserre As member banks are 
somewhat unwilling to borrow steadily from the 
Feder^ Reserve Ranks if the policy of the Reserve 
Rsnka were unfavourable to the transaction there 
would be a eombinatien on tho part of member banks 
of credit contraction and borrowing from Federal 
Reserve Banks id order to meet tins rceerve dell 
cieney entailing an uncertain hut doubtless cons der 
able amount of credit contraction with advancing 
lending rupee rates and with declining price ten 
dencie* On the ether band if tho transactiou 
were regarded favourably by the Federal Reserve 
Btoka if It were dtwired te facHitaie the transac- 
tion then tho Federal Beserve Btcki could enter the 
open market buying bill* and Unftod States Govern 
meiit eecunties to an extent which would fully cover 
the amount nf gold withdrawn, tliui, restoring tho 
reserves of the niemher banks The dual outcome 
under eu h cirvumstancei woiyid be that the Federa' 
Reaene Rinks would bold 500 millions more of earn 
log assets and would bold 500 oiilliona less in gold, 
wnd their rtmno ratio would be reduced from tho 
present 70 per cent te a figure in the nsighbourliood 
of 60 per cent They would still he in a very com 
(ortvhle position Thus you can see that it is entirely 
iMHsibte to fiDsm,-* this plan in the United States 
without any difficulty whatever if the plan itself 
appear* to bo diwirtble for all parties ecmreiiied 

(in) On the other hand, if the Indian Governruent 
were to float loans in Fugland and on the Cua- 
linent it would be nreeasary for the baiike in Enrnpo 
to tike tneaiiires designed to shift the gold with 
drawal from England and the Continent to the 
United States Thnt would iiirolie credit contrac- 
tion here and derlimng prici* and this policy 
it wouM (e necessary to cniry very far— si far that 
It wouM hue moeE disturbing consequenccB nnd jto 
sumvbly would inToIre such industrial dislucation ns 
micht force the Fiiropean countries off from the gold 
staidvrd It would appear to be entirely imprac- 
ticable under existing cimiinstances to carry through 
tlie drastu credit policies which would be neces- 
»arv to eo influence the exchangee as virtuallv to 
compel gold exports from the United State* I iaie 
stated this perhaps in somewhat unqualified terms 
No doubt a small fraction of the desired atuonot of 
Raid might bo secured on this side but the hulk of 
tho requirement must under existing conditions, be 
aecured directly or indirectly from the United State* 

I think It M reasonable to «ay that it is imprac. 
tieable to secure the gold indirectly, and that the 
orly prmticol method is to secure it directly and 
uitb Uie lo-operntion of the bederal Reserve Banks — 
because ilearlv it would bi mipracticablo for the 
1 ankers to armnea tho loan for the Indian Ciovern 
ment unless thev were quite certain that tho with 
drawal of the gold would not entail drastic coiiirac- 
tion of credit by member banks in order to rertora 
their reserves 

(iv) I have given a figure of free gold in the UoitaJ 
Btatea which may appear to you largo— perhaps 
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larger than li»s been implied la some o{ tbe eUte- 
nienta which, have been made br preeious witnessee 
but thu -total of between » billion and a biCMio and 
■ half of fiw gold doee not appear to too to be large 
when taheo in relation toprobahW gnU wpuretuenU 
thtongbant. the world dnrioc the next 10 or 15 rear* 

It may propeflr bo regarded it seema to roe, aa a 
KWt of cushion which prea a fair degree of aaeuranee 
that in the years immediately ahead there wOl be 
sufficient gold arailsble to maintain prieee at snmo. 
thing like present gold leeels thronghoat the wort \ 
IVo do not know jnst how much gold will b* reqoirel 
to place the central hanks all the r arwiu* conntciee 
in a eatisfaclcry reoerre position We do not know 
the amount of goKJ that »»» he reqnired in the 
course of Ihe next 10 or 15 years to take care of 
locieaimg leumreoienta as population iniweafea and 
as prxidoction and trade are enlarged hot it certainly 
renders the world a little less dependent upon the 
ragiiries of gold prodortwa froai rear to year that 
there is th» large *tot« of pild in the TTnited Sutew 
arailable in one way or another to sopport prices 
throughout the wcwld at tomethirg bke the present 
lerels 

(») II there were present danger d increasing prm« 
tbrougbsut the wetU owing to a euperabaBdaBc# of 
gold coming from the miues I should regitd this 
Indian proposal with much more farour but it does 
not apr^r to me that the geld pcnition as one wbwh 
will warrant one in assomiee that eery stable prim 
can be naintainsd if as large a draft is to be made 
upon gold supplies as seems to be ineolred la the 
plan undtT eoosvdsratiou Our geueral impr«a>ioa is 
that the plan will require rather more tbsn Ibe 
estimated amount of gold We are incLned to think 
that more r up eis may he preeeeteil for redemptioa 
m tbs early rears than the plan assatucs and we are 
not at all eertsiB that a considerable qnaatity ed 
notes may not be presented for excbsege into rupees 
the rupeea in turn beina presented to the Indian 
Corernment for eooeenien Cut quite apart from 
thu uncertainty as regards tbe monetary r«<|a>r»- 
sients for gold under tbe plan in the eartier years, 
we also feel that there u grare danger that tbe nou 
nunetary demand f<w gold in Ind a nay be increaiwd 
through the effect of ibe plan upon the Indian publie 
That was a point which eras breoght out last Friday 
in our discomoa oa «ilrer We /eel tk»t Che dcrJjoe 
in tbe ealue of a Irer which we antcipale as a result 
of the plan wiU gr^-lly acrenluale the tendency lo 
acvumnlate gold in India at least in the early rears 
of the operatien of the plan Therefore we raunot 
regard with satisfaction a plan which nakee eo largo 
aod indeterminate a draft upon thia wtore «f free 
gold in the Cnited States Tbat, I think 5|r Chair 
man corere wbat 1 had in mind to say regarding 
tho eetabUsliment of the plan an contrasted With the 
working of the plan once establiahcd 

15 (rhuinnon.) let ns paiiae there /.w a 
moment in order to ece if any of mr colleagure hare 
aoT point which they would wuh v> hare rlearrel up 
in your moat helpful trestmeot of tbe subrect 

15 20o <f nfruor ( ) Fro f ceor Sprague a 

freen Hr critK of the admirable espre tno wbiob you 
hare giren us this morniog m ght put forwani this 
propreUh n Would it not par the fluted States 
or (or that matter the world to grant the loan 
required by India for eaiabluhing a full gold standard 
— rotnethiEg m the ncinitr of £103 000 OtVI— and i him 

obriate the cenamtr of India abwb ng tbe aeaual 
amounte of gold which sho has been ahKorbingS |i 
oouU be argued cooki it not that if a gold eurreacT 
and a golf alandarel were citahlisbed tie habit of 
boarding might bo weakened leruuse people wuuU 
sa- ‘ Tbe goU u alwaya arailabl. for ns wboneaer 


w« waot It Tims tbe people toight be educated 
fwit of tbe boarding habit Would you consider that 
a sound proposition ? — 1 do not think that that would 
bo a potout rtflncriw in leescwng that habit In the 
firxt place I wunld call attention to tbe fact that 
citeer com has been used for generations, and ailrer 
bns also been stored Bwar botli in *oio aod uncoined 
ffifiTB Tbe pTOpejisitj— to use » word much affected 
by Adam Smith — to eccnrnnlate gold is in pari due 
to (be desire to bare someihing of ralue on band. It 
i« In part due to tbe oroamental atiractneceiw jI 
gold and tt la lu. part due to certain kgal ayrange- 
Diente in India relatire fo tbe abate of property 
going to tbe widow It is also doe I take it to a 
Isck of arenocs for tbe inrestment of sarings or to 
loexpenence- lu putting sarengs into productire use 
I feet that tbe means of modifying tbe habit of 
accumalating precious metals are quite Tsrious, and 
that tbe introducboD of a gold currency la one of the 
Wart important of them and that perhups in the 
initial ftat^ cf the plan it would not be s means of 
Icoening hoi rather of increasing the tendency (o 
accamulate precious metila — in thu cree gold I 
think It te neceisary to establish banking faeit ties 
to derelop iQTCstment facilities and tbe inrestment 
bxbil if the propecsitT to store gold u to be 
weakened but when tbu bas been done then it 
might be that the introduetioQ of a e®W carrency 
weotd elightle further that dcrelopnient tbougb I 
an br no mcanr lure of it. Take the esse of France 
TbebabcVof in-mtiDenVu prettv general is France, 
but atiU, the old habit storing awar nooer eou 
tiQoee ID tbat country It is a rerr deepueaied 
habit and 1 know of no instasce lo wbicb it has been 
aoddeidy changed 

15 Another question nn th« aama tepie u thu 
Row would Ibu working of tbe gold standard in a 
eeuntry whxh has got the boarding habit differ front 
Ibe wwkiBg of the gold standard iB a coontry which 
ha« not got any aueh aiwumr Baca too aur opiuion 
on thatr— That u a part of what I intended to take 
Up ID the sfceod part cf my atatemeot 

14 SW (Pn>/(/Mr Coynire ) Then I will defer tny 
qucstieo until tbat time 


IS Sy* <Sir Pvrihotamdat TWiLurifai ) Tou said 
that tbe free gold in Anierica at present is required 
to support gold prices at a certain lere) Would it 
be a correct inference to make tbat yon do not 
that the ierel of prices at present can be looked upon 
as likely to ataiidP Do you expect fluctnatioas and 
if to downwards onlr* — I look upon gold as haring 
• rerj deevded inffuence upon prices if yon take loag 
enough periods of time info account Tbe arerags 
Ierel of prices for any period of fire year*— say a 
preiod of fire jeari SO or 90 years hence — would id 
®y Jodgment he rerr greatlr influenced br the 
ainouai of gold produced during the next 20 or 30 
rears aod to the methods employed in its use as 
OKiner I think it u prohahlo that it wiU be neceu- 
aary to economise in the use of gold if anylhiRg like 
the present level of prices is to be msintained daring 
the next 2a yearn. I do not betiere rv -would he ptti- 
sihW to introduce a gold currencr throughout the 
world without inrolnng a drastic deci no in tbe Ierel 
of prices Just bow far it may be po«ible to go in 
the aufrodurtien of * gold eurreocy thruurtioat tbe 
world I am unable to aay 

15 "39 Do I understand then (hat you fear that 
rti® rrreent WreV of pnice may fluctuate downwards 
«Mdy»— I think that with this store of one billmn and 
aJialf free gold in the United Sutes and with 
rresonabW ecoDomy lo the use of gold for monetary 
purposes throughout ths wocM u is reasonable to 
pmnme that prices will not faff but if there sbogid 
to an unxpectedly large incream m the annual out- 
put of gold I ebouia think it might prore dasiiaWe to 
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in)«t m <^n«i<lrrkt>I« »rnoiiDl of C'^IJ into hknal to* 
jn oralcr to in\inta)D id b Tnu|;l> waj thi* 
pnwont la'Tr] of |>rimi Wo cannot toll in Bilcanco 
■hat iV may bo joairablc to do oxer n t’^noal of 25 
yean in onlor to orciiro fo far as eokl is conrorncsl 
that sIcsKlrrafum— a fairlr atablo loci ol price* oxw 
Iho Tears, but I am onnnnnxi that a xrry larito 
■ ithifranal of pilj at the preoent linio for baiwl to* 
hat*l i»c, wliethcr in India or cLyaherr xroubi be 
iftadrirahlei both bom(a«o It roul I render difficult ttio 
rretoraiinn of tlie cold ilandard in many enantrM 
an<l Wanne it »ouU probably inxoho aonie declino 
in tbe Icxel of pri«« 


15 TO f'Tir reain-iM Jfn«f ) Tou bare ahosrn na 
that tbero u rea.*on to Wliere there t* about 1 200 
nillion to 1 '■(!« million «1 <lhrs of •bat miRhl ••e 
called aurplna RoW in tbe lTnite.1 State* allboucli 
' atep* bare been laVen 1 tiinlerttanil to prerenl that 
caU from Ving u*.-*! for the inflation of price**— 
That coM li alreMly. in a eenac <i<.al rethai* I 
oiicht Illustrate il he outliniri} the proce** be which 
any ciren increase of C"M coming into tbe Dinted 
State* afferU the price aituation lyl u* »npp««e 
that jnn mill on ddUri a.Wili.mal poUl i* iint>ert<“> 
to the rsitcfl Sutiw That C«U will inimediately 
!■« depnailnl in xanou* Member Ranli* Tliey m 
tnrn Will mlepo.ll that watli tbe Fsabr** Reeerte 
Ranba thu* increwune their rswerx,— the tewrxeaol 
the Jfemher Danka— bx Ifn imthon Jdlari Tbex are 
rseimrsal to maintain balance* at the Itceerxe 

Panla ei^qal to reucKN. 10 J«r «nt of their own 
slepmil liahilitin Thu* you might »nfp«»e that 
the Memlier JJanka would be able to kn 1 a thon**^ 
Tnillion dollar* on the hwia of the allitieoal 100 
million of balance* they hare cfeatesi at tlie Re^xe 
Dank* by depoBiitng the JOO inillinn* «f CoM Tbex 
eooH not jnereaee by a thoii*an<l mtU'on* becauw 
a* tbejr increaae therr loan* ami che<jueinc accoonta 
throiigb the loans and these cliciuemg accoiint* a» 
drawn against, additional cnffency nil be re*tui»»d 
U la not an automatic situation but tho tendewy •« 
there, and I think one may *ay. ronghlv epeaiing 
that any large incmwe lo loan* by Rank* will in 
xolxe alim an incteaao in currency and my estnmalo 
woiiW te. ibat an ailJitional ICO million* of gehl ^ 
posited wilh the ».slerat Re.crxo Rank, would enaWe 


the Memlier Rank* to 


I the 




r the 


xnlutne of cre«!il by jicrhaivi 600 million* That 
would »ay. M tho total Initial and dirsvt effect of tbe 
imporUtion of ICO million* Rut thia ba* Wit th« 
Federal TUeerre Rank* unaffectcsl ■•> far Thev liaxe 
receixad an additional lOD millions, and it woull tw 
powibU for the Feileral llceerxe Ranke on the baeiB 
of that ion mtllion* of gold to e»t«nd credit w6»rJi 
in turn would incrsaso tho depoait balance# ol the 
Member Rank* and enable llem in turn lo enlarge 
credit toll max «iiy that any 100 million# impoxteil 
I* certain to proifiice tho direct effect of »n tncreaac 
in tbu loan* and inxclmont* of the Mimber Bank* 
Thee are competing with each otlier, and each Me^m 
her Rank dceirivi to employ its resoiircee fulls Rot 
the acsiml .tage— the u*. which the Federal Rea^e 
Rank* may make of the ICC milt ons-sa aoljesi «« 
control 1.x the Fc.leral Rceerxe Rank. They 
not req.iir.sl to knd any m iro because they baxe 
rcce.red ICO miJlionj of additional gold They mim 


aimply leaxe it unuaod It will then merely increaae 
the rMerxe ratio of the Federal Keserve Banks That 
I* tlio eituation Tho list billion of gold roceised in 
the I nited State* has had tbe effect of increasing 
tho bians anil muxitments of the llemhcr Rinks 
hat it has not led tho Federal Reserve Bonks to 
increase thoir own eirmng os!,ets nnd I think it la 
rcoeonahle to >av that if tho Fedora! Besenc Banks 
heW at the f resent moment 300 million 400 million 
or fiCO mill on of gold loss than they non hold tho 
lean# ol the Fi<deral Reserve Banks would not be 
appreciably different from what they now are Tho 
gild that I spoke of as free gold hiis exerted its full 
infloenee #o far as it ha* enabled the Member Banks 
lo enlarge tbcir own JiMna and larestmonU but it 
lia* not eicrtcd the influence which it might exert 
in enabling tho Federal Reserve Binks to extend 
more eredit 

15301 (ilr .?fronj ) Jfr Chnirwan would it ho 
of any interest to tho Commisaioa to extend this 
partinifar discua*ion of the policy of the Ileserie 
Ranks into the further held of control if you pleise 
of Ihe uxo wbicli the Meml^r Binka themselves mav 
make of tbe creslit created bv a gold import? Dr 
Rpragtie's disctission stops at tho point of tho policy 
of Ihe MemWr Banks 

15302 (Chatman) Will you amplify the matter 
in that respect?— ke«, if agreeable to Dr Sprague 
Ono of tho Items of policy of the Tleeerre Banks 
neceasanly muit ho at time* to exercise »uch an 
inflietirt. upon tlie eredit operations of the Member 
llsnke thtt tJitc very iiwoc** ol expansion of loans 
and deposit* growing out of the importation of gold 
max not bo a fnen*«. to our eredit position and 
fixolt in a ri«o in price* Tbe Reiene Banka hare 
alway* bM>n able lo maintain a reisonahly sitisfac- 
tory portfolio in recent times eay one (hind in 
bitb wl.ieX are taken from the market (the type 
of bill which u rommnn in (he Eondon discenst 
market) roughly on^third in Ctorernment aecurt 
tie* ami the bilince fliirtuiting from one third to 
a larger amount in diacnunts of paper which are 
offered to ue for discount by our Jfemher Bank* 
Now a lireo moiemrut of gold to tbe United State# 
irealing the*# rseerxes can in part he offset by 
with<lr#wal of erevlit from the market by the hquida- 
twn of a part of our portfolio The process takes 
piwo ordinnrilr bx the Reserve Banks upon their 
own iiiitMtiv* selling their Corernmsnt securitire 
Faks of securities from portfolio effect a depletion 
of tlie reecrve# of the Ifembcr Banks which esn 
only l>o restored bx borrowing from us As Iheir 
borrowinc* increaee in order to make good the deple- 
tion of (heir reeerve* our rate of discount becomes 
niore eflecttie and we get a more complete control 
of tleir power of expansion of their loin account 
^x that, to cnrrx the description which Profeesor 
Fprague bos made bevond (he point of the simple 
control of our own capacity of expansion we are 
ahic to exercise some control over the ability of 
tho Member Banka to expand their loan iccount 
fy foceing Wiem into debt to tbe Reserve Bank and 
making ««v diecoiint rate an effective check upon 
that expansion 

16303 (Dr SpvBffue ) Perhaps at tl is point it 
might be of interest to tl e Commission if a copv 
of tbe Weekly Pt-iiemenl of the Reserve Rinks 
were imerted in £he records 

15 301 Tes I think u wonid be eo — (Dr Spraqve) 
The following la tno statement 
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Mr Bg.MAMr« Snwrso Dr Jicta H HoIxA^DSB [Coni »i«e<i 

and Dr Outpb M ^ SriucuK 


Deaour.'ej on I i aIW 1 tt of tie Tieelve Feltral Bat is Combmtd 
(Id H o ttanda of DoUaic ) 


Besaureea 

Apr 114 W C 

April 7 19 6 

' April 15 1925 

BrjotmcES 

Gold with Federal reserya agenta 

Gold redempt on fond w th G !s Trenanry 

1^430 

52315 

1 584 ».5t 

47 741 

! J 5 4 000 

644IJ 

GoUhtldexcl it’fbojo ilFft nt* 

Gold aetllenient fund w ih F R Board 

Gold and Gold cert Bcatea held by banka 

1433245 

715 880 
6rff63 

143“ 272 

750 247 
e 0827 

, 1/508 4 9 

617 lOJ 
SO-IOSS 

Talat QoH rtttrvtt 

BeKrree other than gold 

2781 98 
157017 

2 95^46 
160305 

2944483 

1 141 044 

Total resirtj* 

Non reeeiro caab 

B 11s diaconnled — 

Sec byDS Oo»eTiiiiient.oWs»Iona 

Other b lla diaconnted 

2939 BOS 

62 838 

334 735 

240545 

“ 635 651 

6t 484 

290 tC9 

288 983 

298j o27 

60 630 

20r 133 

1991 0 

Total b lit d teounlt 1 

B lU bought ID open market 

U8 GoTernment aecnr t e> — 

Tteuory notea 

Ceitficateaof odahtodaea 

577 ‘*64 
274058 

94 136 

143 465 
159416 

6 855“ 

2 9775 

74 097 1 

I31 897 1 

H‘»155 1 

3Jt303 

274 D08 

94 89r 
“44 790 
“8 156 

Jbfal f7-S (7oTer«a»«i>« aeeuPtIwt 

Other aecar t ea 

1 oraign loana on gol 1 

3TT0K 

5195 

9 00 

, ' 

5 185 

9 60) 1 

357 83“ 

19 2 

1 50) 

ToMl b Hi and It rl tt 

Dua from fore gn bouka 

UoeoIIactad itami 

Dank pram sea 
lU other teaooTWi 

1242245 

643 

769 •’48 

59 481 

1 164 939 

645 

633 145 

59 480 
I3O4O 

I 035,344 

639 

786 “06 

59 441 
21618 

Total Be ocacea 

1, AB LtTItS 

T U Botee in aetoal cueoUt oo 

Genoa ts — 

ileoher bank—reaerre aceoant 

GoTarnmest 

Fore £0 hoak 

Other depot ta 

5088 469 1 

1691096 

0283«2o 

432«0 

4 576 
16014 

4 8i9 

1 Cj-* 878 

“191 635 

6 580 
7954 

18 •'58 

4 949205 

1 699 090 

2141443 

37 O’? 

5 905 
23A71 

Toinlde/NM * 

Deferred art Ish 1 ty tenu 

Cap lal paid lO 

So plui 

All other 1 ab 1 1 es 

2347 15“ 
705600 
1“0898 
220310 
15403 

2 “78 467 

58“ 779 

120 455 

2 OSIO 

14 993 

2207 94f 
roS 694 

114 86 
217837 

12 05a 

Total Liaii lii pi 

5058 459 

4 869 782 

4 049 205 

Bat 0 of totat tesorrea to depoa t and F B note lab t lies 

73 0 "6 

74 6 26 

7C 

Con Rgcnt luib 1 ty on b lie purcbaecd for foreign corre 
apomtrnte 

63202 

68,172 

44 897 


1 30. (Sr Bco ’'•til A/ nf ) Th»t« »r« juit two 
yo nta I would I ko to j I to }o Dr Sprse « to 
ex>Qn«,tioiv w U this aurpliu ol fr«o eoU Tho firjl 
u> tl 8 U « ev Irnt J tl nk tl at t m st urt 
Amor a » mrlh ng to hoi 1 thu (^n<5 Dr lloUnnUr 
tol I a t) t> oti rr day that tm«r a iwgardod hrraolf 
M h. k| nit t in trirt for tio otI or naton* when 
vW w»T.tt.A V I VnVe t ^s»V t wo lA •* to tlie 
lul aniauo of Amor m in i;ot tio sti or nat on* to 
l^ike fomc of (h " sol) aasuni ng tint tint roM 
wore nppl o<l for stronjrtl on ns »n<l itsklunS the 
c rren o« of there other nnt one Fron that po nt 
of »iew it woaU be an odrantaR® t» An er a wcwM 

»urp1u* itohlf — ye* hut the odraniace » not »ef7 

cone derah)®. Aarume for example a loan of jOO 

Rv U »n dollar* at aay e per cent that u 30 m (lion 
1 Hart a year I^eU (or a country wWe awnnal 
inoonio may be eat mated at 60 b 11 on cif dollar* SO 


m II on dollara la not very n urf —^3[r Slronff) 
tfoj 1 make a furtler additwn U> Dr bpraeae* 
anenerf 1 wlolly tl s-isree W fh tlo tl eory of tha 
re t to the nat o of thia sold One m sht 8** that 
t euKta any nat on an unnroeiiaary amount of in 
romo wb cl t TO cl t otherw w ol tn n to I a e n 
li tJ Itnk reel r e In other wnc<l» f under the 
<end I na wh I now ex it n the worM jt eeems 
apl ropr ate nr necewmry— not in n eelfish senre b t 
W U Pcsird to the nterert of monetary reatornt on 
R the wo Id— that tlo Un ted Slates »louW run ila 
lank n*, aystem ag now reortfantged with a tesoceo, 
ch * MT 20 or 25 I er eent abore whnt has 
f merir Iwen regarded na we w II »ay tie appre- 
l>r la on po nt of bank reserve I g mply menna 
that are hare no mane m |1 one of goM in hank 
reetTvee n the Dn ted Stvtea wh eh we ) are rcre re.) 

n exchange for good* *o)d to the real of lie world 

at eh we would prefer a« a matter of nat onal 
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10 3/ny I'^'-'O 1 'Ir 1!k>j«mis bTimso Dr Jicos U Hollander, [ConfinueJ 

’ EnJ Pf OlIAEII M IV bIRAME 


polwy •«<* irotcNlion lo alk>« to wmiin iJk 
M » »uri>tu», or a* an «<-c-o or a* an unJulj 
t<«rNo, tallur tr.an lo iN?rmit il lo tarn inoiwv abtii 
tho farnmi: of tlial tniN)mo wouVI rrmll in a 
(liAutrvua inllalion In that 1 «lo not thu* 

no ran rrsarJ tlio I'M i>( interest -nlitih la a ro»l— 
aixl Uie l.«a to our If-Irral l.o.rrnmrtit ot the 
amount of fratuhiAo tai «hi>h it noiiM otlirrmso 
rwoiro from tho Iiilrral ]{i~««no Hanks aa a 
Rational Iom, It w«mU jkooiUIt bo a more i roi>*r 
rharartrriastiim lo rrsanl any aurli Iom of iniotno 
a* ar in»urtnrr prrmium nhiHi no are ii'iito niUine 
to r»» for protrslioii anainal all tho disonhr. of 
a bielJy rapiJ fluctuation in prn-o* 

15 sea, The other point ahich I Tantod to pot 
•as thi* la tliere any ri«k of this lurplus roU m 
Ainenca being umsI for inflationary puri<oses»-la 
there any tmk of it being used lo raise prictnf 
IV .tfpragiiel 1 abould aar that perhaps on aeeount 
of the still riTid rerolteelion of fij>erieneea beta^n 
1915 and IWl, there ii no desire on the part of Uio 
people of the Cniled Ptalea to go throiigh another 
period of rapidly rising prim, rather Iho eontrary 
The desire to maintain something like the present 
Urel of prices in ths 1 nited Flstes seems to me to 
he rery deep-aeaUd at tho present time 1 do not 
la tho near fulare, at all erenU anlicipato aey 
tenons danger from the po»»e*»ion in Iho UniteO 
fiUtes ot Ihii free stoek of gold There is tho posai 
biiitj ef large credit espansion with eona-nuent rapid 
me in prices, hut I do not belierc that there is any 
dseeer ef lueh credit espansion 
15 307 (<fir Jfoserlji />a/ilh>yl Fp^S"*. * 
must confeM that I sm gresllr inturme.! this morn 
mg by the Tcry esndal statemonl you hare made re- 
garding the gnl 1 p<»itMn in tnierne It will thro 
cenaidcrallo light on our imt*endt>u 
There era eeHain poinU, however, in J"'"’, 
to-dae. u well at in the evi lenee whieh Dr 
end Mr filTong gave on the la«t o.-ea*ion, •hi^i 
renniro clinSeation. I will request you 
kindly to pre me a few momeati to divo«* snth 
yeu tome of the iiBpot»»nt points which 7®“ 
raised I bare eery earefully followed >oof 
and have gone through yonr written atalcment end 
I find some diffiruliy in esacUy gauging the situa- 
tion I cannot make up piy mind from 

menl whether you and yonr distinguished wIleaKU 
object to the adoption of a gold standard for In^a 
or oli«-t to a gall standard with a pld currency 
but without objecting lo a goH standned 

15 303 (rhoiermn) I see that your csnmioation, 
6ir ilaneekji Dadahlmv. is going to Uko * 

general as|iert Itoiild il perhaps l>c more w 
venient to allow Dr ilpTagiie to oomph to h'» 
ment of tho situation as ngarls gold wfore wo ^ 
into any general matters U-eau«o so far »e lieve 
only heard one-half of his derelopnient of the sitoa 
tion 7 

15,3CO (.<?ir ilnntthi DaJibhov ) J«>t »•'' 


6ir 


inatioD 


15,310 (rhnirmon) I think, if the v..--. 
going to Uke rather tho general line indieatel hy 
yonr rintnueetion it eouhllic betler for Dr Sprag^ 
to complete hii itatiment Then, Dr Sprague my 
I ask you now to eontinuo with the second aspect 
of the achome to which you roferred in tho first part 
of your analysis namclv. how it will aorkf . 

15 311 (»r 5pmji.< ) (i) bes It would prob^^ 
•impl.f, the esam.n.tion of the matter if we »*■ 
that the gold has »«>en in some way secured '‘w*®?* 
involving any credit difficulties in I uropa or m 
Umtesi SUtes Wo might make such a 
for example as that tho 103 million imuods h^l 
secured in India itself by tho flotation of a l~n in 
India which was absorbed by the Indian peop o 
ing under the ceocral patriotie desire to secu 
e-tabluhmenl of a goU st-viidord and altrarted ^ 
the investment qualities of the loan to be br ought 
out by the Indian Oovernment It would in^ 
appear to roe to pvo real ground for believing tba 


India wa* rc-idy for tbo goH Btiiiilard if such a 
loan could bo lueceesfully floated in India itself, 
extracting from the stores of gold the desired 103 
million ponnds It uould indicate that the habit 
of taring gold was in course of being neakened and 
that presuBiahly it would bo still further weakened 
with the gold curreniy With {lie loan floated in 
India such an arrangement would furnish the 
Trsaaury with tbo desired amount of gold, would not 
threaten the gold standard in other countries, and 
would, as t say, be an indication that there was little 
danger to bo apprehomlcd of an ncccntuation of gold 
boardings tlirough the operation of the plan 
(ii) India erjoyi regularly a faiourable balance of 
mcrchandioe payments— a balance which u subject to 
a great deal of variation from one year to another, 
as must almost inentsbiy bs the cose with a country 
the exports of whirh are mainly agncultural, where 
the crojia rary greatly from yest to year, depending 
as they do in Urge measure upon the monsoon I 
am troubled, when I consider the working of this 
plan by tho possibility that after a year of particn- 
ierly largo oxportj there may be a disturbingly large 
inflow of g>ld to India t might illnstrato that by 
citing tbo ease of the United States Tho United 
btalcs ass fomerly far more largely an agricnltural 
country than it is at present but it is still tho 
Ilut esjiorU from tho United States are 
subject to aerr wide variations from year to year 
In one year we may have an eaport surplus of 
500 million or 600 million liolUrs followed the 
out ystr by an export surplus of a lilLon and 
n half Soch a range ef fluctuation in our export 
surplus it quite poMiUe U the United States nould 
oolj take c-M m payment for thia excc« of exports 
_,f ihst had lecii the sitnatioii in tie United 
wiates in former iliHeJe# in tho sOs and the Ms 
let os SOI of Uit i-eiiturj-it aould hoio rendcreil 
the working of tho gold slsnJerd in Lurepenn 
^ntrie. elmeat an impossibility But the inflow 
of cold was modernted and spread ever a longer 

thfeugh the moiement of seeunlies bftckwardt and 
f.irma^ la a period of large cxiiofU from the 
United StaU-s Americnn securities hell abroad would 
L reiurneil to the United Slates and taken 

t AmCean mmlo?., or balances would be left 
in the »uroi>enn hanks nnd gradually drawn down 

?‘‘'«^».«‘’ osst hUever, there has been something 

.i. ;t: 

more effect upon tho '",^“™vaU0 

„nntr..3 than t'- 

.,h.r “J"'"” jZ.il r.to I .I«bU, 

. furn,sl,«l r^pt FPJPt, i" 

pSrL: 

"L. Il,.l n't., .11, lit. ..1, I..»a .1 

"'"tl-.n use in that country It was a disturbing 
currency in « . . injured because it was 

influerM sinular influence on the larger 

rdativdyraa” b introduce a 

ecJe winch will render the gold 

^arf^ar less satisfactory than would olherwise 
LTiIie case and this must necessarily have reactions 
upon In^i» particular, in the case of an 
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BgrictiUnral counirv, it is not desirable tb«t jonr 
customers should be subject to the strain lorolTeJ 
ID protective high discount rates at just the time 
srhen tbej are partliasing joui CTopt 

(ill) Mt conclosiou is n<i( tha* it i» necessorv for 
India to eon*inue exactly the currency arrant^ments 
that it maintained in pre-IVar years, but rat) er that 
as a part of nnv srlieme for tl e establishment <d the 
gold standard it is of the utmost importance that 
acenciea be developed in India irhich will lessen the 
stTUiTi upon the gold supplies of the i»«t of tha 
world in years of particularly faniurahle Indian 
export business, and 1 am conrinced that tbo 
particular agenev which is most essential in thie 
connection is banking If you have a bankiiiB 
system which is well diOused throughout Ih* connlry, 
whiih can infiuence the situation in Indie bv 
changes in discount rates and which can facilitate 
the spreading orer a considerable period of timo 
the demands for gold which India may make beoauae 
of its export trade then yon have developed the 
necessary agency which will permit the establish 
ment and the fanctioning el the gold standard in 
India without repercussions which Will render tho 
gold standard uoi'itisfactory erervwhere throughout 
the world Tl e derelopment of banking in other 
aords, appears to me to be far more essential in 
India than a gold eurrenev It wo«M appear to 
roe to be essential as a mean* of developing tho 
country of weakening the tendenev to store away 
prociens metals and as a tseafts of making those 
tciBiiorarT adjustments lo ptymenfs between 
fonutries that nte eaeutial for the satisfaetery 
working of the exchanges and in general for the 
functioning of central banks throughout the world 
(it) I think that thiA in part at least seswenthe 
question which th« Oiairman sagge»ted might he 
lielerred until I had hniihed mj swoud statement 
regarding gold It u net the gold standard or a 
gnld currency which at the moment teems te me 
to bo the desirablii first step in the devclopcneot of 
Boneiary afrangetseDti in India I behere there 
BTO two desitohle and ptactirnMe deTelopments 
which rnn be initiated now and which might m 
the course of time permit the full advption of tbo 
gold standard without disturbance to tic rest of 
the world One of these is as I hare indicated 
the further dereWiimeut of haukiup The ether l» 
e broadening out of the arrangements derelopeJ in 
pre.I\ar rears and in recent years for opersting tbe 
gold exchange standard The gold exchange 
standard -realiiied on tbe whole what seems to run 
to be tie essentials whieH are secured througH 
the go] I standard iteelf but it was rather 
narrowly based opon a single market It does net 
appear lo rue to be on tbe whole desir^le that a 
ciinntry so Urge as India shoold oi*erate a gold 
exchange ctaulard through a aingU market There 
It m fundatrental d (TciiUt m operating a goM 
etchange standard on two or eren all of tbe monev 
RisrVets of tie world wbirh are upon a solid geld 
bans pxebange ran be fiirmsbeil lo eupporl tbe 
rupee at some given ralne on New Totk as well as 
open Ism Ion and other centres. Tl e exchange 
market ran he made to function in other words 
vers much as it weald funvtion il India wrre on a 
c II sumlinl If the gel 1 exchange standard were 
I vri pnl in that way In 1 an credit vmilj (■ei'oroe 
Ur mare ism liar than it now is in oiber markets 
than I/otwloB and the fluUtion of kians at aome 
fulurc lime whether fur purtnsesoi tbe savvying out 
of lone monetary plan or for other panwisea, would 
he greatly facilitated At ihu point I presume that 
I ara in a sense aniwering the vers laii qucstioB 
which appears in the questionnaire with regard lo the 
prait tw of purchasisg b Us in India rather than the 
^ el coannl drafu lo Ixindoti As a further 
leiel I ment of the gr 1 1 exchange standard St woulil 
seem to me dcsirahle thal th« buMtiesa should he 
trarnferrcil from tbe Governmelil of Ind a to a 
ceniral lank presunia* ly to a new bank or perhaps 


to the Ini|ieriat BAtik but I see no reason for con 
♦inniBT the practice of handling this kind of business 
throujji a direct Government Treasury agency 1 
^ootd suppose that it would he an essential measure 
in the development of modern banking arrangemente 
m India that the entire business of furnishing the 
Ceiemaeot with its balances in London should be 
handled through banking agencies rather than 
through the Treosnrr In other words, tho two 
matters of broadening out and modifying the gold 
exchange standard, and the further development of 
b-inking agencies, are lerv closely associated 1 
think at this point I am readv to answer any further 
questions 

IS3tS (CAoirmiin) Thank you very much indeed 
for Tout {nrlher explanation It has reached the 
point when it looks forward from the scheme which 
has been [articularly under consideration to other 
and alternxtivo schemes as to which yon hare indl 
cited on a broid basi< the direction in which in 
vour opinion, advance might he made 1 will ash 
Sir Mancekji Dadahhov now to resume his questions. 

1i313 (^ir Vuflccin Drdaf hoy ) Dr Spraguo 
the statcraent which you hove just made gives a 
different asjiect to your earlier evidence hut I still 
think It wonld he better to get to know tbe exact 
jMivition in which we stand and I will attempt to 
etirifv it step bv step I understand so far as Dr 
Ilollandcrs siatemeRt and Mr Strongs evidence 
were conceroed that voo aro gonerallv opposed to a 
gold standard and gold currency for India? — I ara 
opposed sorely, to a gold rtirrescy for India and 
indeed fur anv other country henuso T consider 
that if at IS a barlrrard step in tuonetary practice, 
and 1 do not believe there is soSnent gold availsbio 
IB the world to provide a gold currency and inamtain 
semething 1 ke the prevent lere! of prices If we had 
less gold in the Doited State* wo should not have 
gold certificates in circulation The people do nnt 
particoUrlv desire the gold certificates It ix imply 
on* way of poftiog aside a portion of this free gold 
lo which I lave referred. The gold standard dova 
not seen to me to require a gold cunency anvwlier* 
in Itio world A gold standard in India 1 contemplate 
ax a desirable oiitcomo of your monetary develop* 
ment hot I bevitate to favour it until relations have 
been developed with some of the other gold^tandard 
esuntnes. and uwt,l there hu h«Ti some lurther 
development of banking agencies In nthfr words 1 
regard It as desirable for the immediate future to 
retom to the gold exrhasge standard, hut to Iroa len 
vt out and to establiah certain banking agencies 
wbifli ate Cow la king and to trainfeT to those 
akeneiea the lusii ev now handled bv the Tresvury 
and then to estaH.vli tie gold standard but 1 am 
say hew loi g these preliminary steps will 


iinaUe 1 
lake 

ISSN When you refer to the 
should he established between oihei 


clations which 
countries snd 
tsrv relations 
ID Europe and 

. - - — I - the matter of 

....T-ioas niial inveatments? — Tea 

IS 313 Too adrue the development of that 
rvlation^ip?— I am not cortain abutil the develop. 
Twwtunniemational inveslmeots in India I rather 
think tho position of India for a Wg tinio will he 
l*.!*!,-! was oiWupuKl hy tho 

\ ‘»"»tisto»ay that 

It w,n he a «v,«.n,ry in which a mnsidcr.hle amount 
?l 'apitat will W inverted hot which a ill not 

l uT ff to .he ”*:?*' «»ntne. 

the e-nta) „ accrr^'",nTd'i7rnd‘".‘*'^rt,CoTt^I 
mpiUl of at l.«t soroo of them .. ouUidv 

thm you have tocunliea which may J* to 

t I particularly high prospcritv in 

i^'vA • * ‘b^’Vable derelop^nt^and 

W^d IsciliUto the functioning of the exchanges lo 
^ varving iitnations. 1 do not regsrd that as a 
n»e qiei non ft s, simply one of the poMiVnlities ol 


>risuT»s or rxwtscF 
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in iIm <-t{nri »itri!a» 


IS^K I qoil* rvX'CTiu* thr (wt ihst a cnnndrt 

i-t { ^ Ca rapilal «\1l bn r«>ia>rrj i ir 

Ibn (tplmala-n i>r acrVina t"! ^1** rra uttra of 

Imt a TbiV u anutbot f-ani Itui 1 • aki Irka 
ta bo *e1 abirrw*] br joa oa tbn pant almlbrt in 
*irtao iJ farourablo balanr* of Iraito «ho 

aaaVl to nptitlc 1 l-r hn ^anl Ih a > <lc«ii*a 

•oriec ikac par <x*tiU rvni «<]•'«-{ {(at a tn «* {•rroont 
ntito tj «Ut» tpm'Bl t» c > tft t r InmtB rtraontmoM* 
M u cj r* ( * btbor ruuntrior * In i a rfautl no ••■qM 

bo *atitUr<] t» alraa f 11 bat lb* iiaoaliflB ta abolknt 
ii U> tioiraflr fnxa <bn tMian ixant «f nnv 

tn ailMraa tlm pik! II juu kai« <1<T»k poJ (ortaia 
aprvio* ti ai I bo p«»IU to arnxl or ib'lor rlrav 
■a^ ibo piU On iKn otbor Van I In iho aloorw* of 
ib>no a^««‘)«n paa ai 1 n rt cial^ ontitlixl In alfio 
rAI bat ;<i4 artaal jr a ill vitlalrav It an ) It B-aVoa 
bir a UrV nt f^ralo n •ilk tko roal of tbo •orb) 
•kak »aakt ronjor iVo lofiftntrirg ol tho imtl 
ataO'laol *ar> amalitlarW; an-l oompl pnOoctia* 
moaiarro TVio pntl alaalar>) aa I aoo il ia ratW 
a tfolaalo atarir* I pin c<J 1 (a bai t ap a *ait 
ttra-^aro <to<| { If tho fucblati n apai ahK-h 
IKu orolit rvnta • lab-ort to Croat Jutarbanra if 
•■O'* of (bo nisPrpirn nc m a o>»fia»Jo»allo pari of 
It na; I* romrnxl it tkiaaWna tho ontir* atrortar* 

thruacinat tho awbl «ro ara baiM *fi Bp ami Vara 
ba\’t Bp Ikia itrortar* of rmil t rilhrr oft tb» aaaa»p- 
iSat a’ (kt iniaonron el no* aort amt anotwt 
• lit t r< loal in oa<h mseirr tho bum ( amtatloa that 
It pn. 1 Tkoi It aWif »k> l.a all partwa Rat if >«» 
kata no acoorira in a partioaUr meftlrp •Virli la 
oBtilInt io itrav n 1 t ol pfJ ahU to ««o«t •• 
inSBoroa akak Bill aframl Ihi* Jomaml oror a 
aiPrabU port at «/ tiimo ant prrhapa «!ofor it attm 
Cotkrr It mar iVon toaeoBo B»<»a»*rj f«# aark 

niBfttr; to rn toaranr to arijaira a eraat'r bate ant 
an atraia aV pi)J U> moot lltit r«nliftco«^ 

UJI1* <Jifr rifaac) )tat I tnako ono attona on 

1 0 Pf ppraifit* a romarU* (nJ a roor «f»a tioaa 
Cnkt fnroly from lha nial of tba •oaVl in aattlolftont 
of fatoarablo l>afan<v« of morrhaiofiao pijrmorla fn 
faal for Iba lait fair aaara 1 think It i* ahovii that 
Irol a fai lakoa afaal all tho •mil a pmofurtinn 
of piM oiorpl aorh | art aa baa boon ilravn into oao 
for iho arta amt imf lalry Tbo point «birh I • abf 
make atoml tho itrafl on tho wurbl a pJI thrnni.li 
tho nilaUo) (Mnt of a pJf atanilanf anj a pJI ror 
roftry in tmlia an*o from the 0 fffrroroa in hat ila 
M Bolt aa In iSo fankinc tlraoltiro of fntia front 
tllor l-anVinR nalioru All tho pf I that roim* to 
tlio I nitmt btlloi ponra Into tho rtnoorro (lank It 

11 mohiliaml an 1 in aook roninil that m a porbol of 
Bflrrmo tra.|« or at a limo if pna pinaoo whonrroilit 
oom! tiooa in cthor parU ol tho •oflt ooinc t« 

in loloroat raloa ami ibortaR" of npilal in loro a 
ilomarut upon Amorira f r that c>ll, tho arooaaion 
of p>H *hKh •• hare ha.1 in Inrimr joam on a 
fatmirabl* train lalanm may to «lra*n opnn by tho 
tort el ihn • Tflt U» fortify Iholr • bB monolary pnoi 
tn-n Ko* ih- ^ooalion arlioa with Inlia if thorn 
ia an imino.1ialo mlnplioti of a romplolo Roll 
atamlarJ whothor a Rnt 1 oirmlatlon can to oiportM 
to ffBUlt in atwh a miJilwation of tho Roll Bhicli 
In J a Jrawa from Ih* rort ol Ih" wnrl t no that it 
may atailatto ahon thn aun «1oon not ahw* ®» 
Iml/a aixl Jho jnnnrooo ia not faroorablo for makins 
I aymcnt to the roil ol the •ortl Thia acoma to 
an onn of tlm arBwmnnU for iWnrrinjf Oo (nil *oW 
alarutarJ f>r I ahoiill anticipate that the aJoptien 
of the foil pitl atawIar<J and Rnkt rirrubHon la 
India Bout I rnaoU in the creation ol a atom of ROf I 
ritb-r In rfrnilitinn or in at >ra a-lin-h Bmihl rmt bo 
araiUhtn to ttm hank of laine at a time when bneauae 
of the conliliona in (ndia or Irrauie of llw oomfr- 
tmna In tho reel of the world it waa orceaaary for 
the prniretion of Iiwlia'i r/iM otchanRO and meimtary 
pioilion that Roll ahonll U o«porte<t from Intia 


l>3lx let m aaiumr fir a niotnciil that India 
dor* B t rnlepf a « mpleW gold atandard nith roM 
curmnnt hut only a lopta a roI ! atandard Shall «a 
hat* (he irmpalhr and cixiperitwn .d tho Ucaerre 
Hank if America in itiercaiinR oar Rold reacrrcn for 
tb aurtria of that j, ilj ilandard ant pcrhapa for 
an erenloal j arlial roUJ currency in In lia t— I think 
I (fay anaBer that in Ihu faihion pnMibly Meahip 
a arret deal of pJ i to Iixtia nov tny hank kalanroin 
the I ailed bta ea la • a| aMe of licinR tx nrcrinl into 
^ hi an I taken 1 1 fmlia If aa a result of our trade 
BithlniiB Inlia cetimmmanl of dollars in tmirica 
aoj eijiecially jf Ihw cichinRe rate eRthk** her to do 
•• Bilk ut I lu tnilia in a position to commanal our 
pdl ae frmJy as tjty other oaf ion <>n tho other 
I ami if Ind a approaches the Iniled Stairs Bith a 
aperiAc project Bhich noulit terjuiro tho emj toyment 
of Itnenran credit Ui be mnrerted into cold to bo 
taken b> tnd a iniiupport of that projrct then it 
•mma to me ilcairalte in our mutual inlcrcit that bo 
aloitd eaamine the propiiaals of that pUn to eee 
•hethrr not only it it farourahle to the Indian pro- 
lert and ita acrempliahmcnt but also Bhat tho 
tmaclioo will he not esiiy opon the Iniied States 
bat a]xio the General carryinR nut of the proRrarame 
of moAelary rcronstrnrtion I had etpocteil later in 
the heariUK loetl rm that rnstter in a little diflercnt 
• ay if I tnvsht but posiibly this la the opporlusity 
f B dmns it 

l'31'> iChoirmaa ) Too bad bciter net enlictpato 
•nythiiR Bhirh you are Roms to ilcyelop with mere 
defifBrstronf— I •n qoitr in your btn<k It mar be 
Bell to defer it 

t' X*> Take the point* in emir ern flrlerf— It " 
loera en lireetly on the «)uestinn that I haye men ' 
l.onml <1 n .B 

I*'*’.) (Bff Vfjnrrkii ftikihkey) I quile unler 
elan I you t ilo not flpeet Ameriea to help Ilid a <o 
lU OBn iletriment an I I presume nn couiiiry la 
espertesi to il> that Our experience of the mniielary 
cmlilena ani Knannal methnla rt Tumpean 
counlrira an I cern of Amenra in tho put u (ufS 
clrBt to enable iw to Bmhrstand that that ti rholly 
im| rsrtieable Hut you yourself in tho course <f 
yoar rydenre italed that there are opparlnnitieo 
f r American raj ilsl l> inR util aed for the restoration 
of the Bortla monetary jxMitlun and tlie settirnient 
of Ila many prohtrm* and that America has prarti 
rally deeile.1 to py* RolJ for the rteonitrnetion of 
buro|<e if then the m> notary instability of India i* 
a qomtion that u brouRht hef >r« tho Amerieai) 
nation bouM tho Anierienti nation bol I back itn 
hmal and eay that India d ea not fall within the 
am pn of the plan of reconulrnetinn whicli you your 
self bare ao yiriJIr laid ixforn thia Coniniuuianf— 

(fir Spru^jur ) I tl ink that tho Inlian propoanla 
Boufl atarxf s» llioaame basis *> alt »e other pro- 
poanla that am n ad' V arh one buiiI 1 be mnsidered 
Bith refereneo la »U feasibility anl wilh re/erenco 
tn Ita wnrkms niter tho arranRoment has been 
carrieif throuRh A« f eaid hoforo i( U a tint ijiirt 
non of BBT suih | mixiial beinR rcKnr Iml with favour 
(hat ft Blast or should fn coupled with soma arrsnRo. 
ment for tho ikrelopment of n bank of issie which 
will rn one way or another take oier the nwpoosi 
bihly f r tho turrrnry no that Uo flow of roM in 
ami But of fn Iia wiii becama subject in larRo 
inoaaursi to tho same influencsw that affect the flow 
ofedf m and out ef the rsriaiu oanntruw which 
hsTB cpcTBtcil tie gold atnndsrd It la not I wish 
fas ooipl Kisc a question of tho amount of (ho roM 
iniliany reqiirol It is a question as to whether 
lbs praposal itneK u (cainf; to cstahlish snnethinR 
•ppmnchins the samo kini of roIJ standird that 
WB are faniiliar with in the western countrim and 
tho diffcnUr which we see is in pari due to the 
prscticw of alonnu silrer and gnlrf nruf m part duo 
Ia tho ohsenre of the BRonciee through which these 
infltfofiroa are affoctiitR the inflow and cyutrtoiy of 
RnU between the yanoiis cniintrica of western Furopo 
nr ib» wiw^n wurld (Jfr Siranu } Jfae I interrupt 
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15,322 (C/oirmon) If ycii picwo?— I Uiink, 

»V wouUl l>e iWiTfttilB lot nw to exprMo tfcn 
pusitioii in n little diHercnt tirnu thou bote >et 
been lisecl, In'csuso ve ore here <Iutcu»ing a inuMtorj 
protileni, nivd »t jvMgUt lio eiilithtctunR vf expreto 

the same prubUiii iii the termt of a trnnsactioa II 
liitlit slmuld appro irh ihu American market lor a 
Umn and {or a Utro amount uf Rold (or the parpono 
of » tnoiiclnry prORrnmmt., luokiDR at it oo a boni 
iie*..i trons-irtiun, i think it vuiill be uiir liiity tu 
eotuuiler v>hctU.r there vicro adronlateo or ilio* 
ndrantago* for tilher «r Loth portico If it *ero 
that t)po ol suiiiid econoBiic traniaction which boil 
ndraiitugcH for Loth parties, 1 feel very sure that 
the American bnnkrra would roiuidi.r it la exactly 
the some light in which they lioro eoniiutereii varioiM 
other projecU thit lia\o been aiihmiltei) ainee the 
end of the war, aurh, fur inslatico, M the (terman 
programme In ouch event, it ‘vruilld hardly Le 
lirceoiiary fur ns to appear htfure the Goniniission 
to diacuBs a inotielsry plan t\e aould be discuMung 
a biisiiicas programme for a loan, and 1 xhould hope 
thst if the project appeared to be aoriiid that eumc 
thine would result from it If on Ote other IioikI the 
proposal appiarcd tu l>e one where tlw-re were 
adrsntngea to India but great dissdvantseeS to the 
United States, 1 am aiiro eieryone woull ander* 
atsnd tbc rvliictaiice uf the American bankers to 
enter upon a transaction where wo roold bu doing 
injiir) to onr own intereate even tholl^,ll there wet* 
adiaiitsgcx to India as a result In that ereol I 
certainly would have felt rather reluctant to appear 
befof* tliM CXimmiasinn Now \ appnhei^, eiptenv 
inj, tins ai a busincaa traiisscliuQ rather than • 
monetnr} iniiuiry, that the iranaaction woiiM take 
neitliec of the two {jtms that I hate deseribed In 
fact, before accepting (he invitation of the CVmdbii*- 
sion, we cunvincM ounelrea thst such a loan placed 
in Amenes wmiU do injury to both parties to the 
traiuoction, and upon that hypothesit I fstt quit* 
'Willing to appear before the Cuoimission and eiplaio 
our viawi la fact, I think I am jnstiAed in express' 
ing It possibly a litilo mors imprcaiively by saying 
tins thst upon ibis spsciAo project for India that 
has been aubmittnl to us, if the prugreas of mooetary 
rocoQstruction in Furoj^ were further advanced 
than It IS nnd moro securo than it is, and if there 
were do considerable aiWec interests in the Ooitoil 
States wbieh would he affected and we wet* 
approached with thu particular girojeet and asked to 
make large loans in order to furnish tb* gold to 
enable it to lie ondortakon, I think we wemM be 
very nliictant indeed to take tho first sUp m a 
progTunimo for India which wo would regard as 
fiindamcntollj harmful both for India, for the 
United States and for Europe 
15,321 That u rather a wide aspect of the situ* 
tion but I think perbnps it would be better if we 
developed the matter now by invitiog you, if you 
care to to amplify any of the matters which «• bare 
been dealing with You base rO'Orientated cow, as 
It wire the general asiiccti of the proposed scheme 
I was wondering whether yon woull care to pick op 
now any of the other thteads which were taken up 
awd unravelled in the court* of the evidewco « a 
more general waj F— ilay I express very brielty what 
I Qad in mind ns the project for the continuaDC* of 
the hearing on my part? 

15 321 If you please’ — Professor Sprague has not 
completed his etatenient quite I think it might 
serve the conrenience of the Comm stion if upon the 
conclusion of h a statement I would pnssihlv amplify 
ID some small measure the answers to the specific 


qumitioiis, especially directiul to our own cipcriioco 
>A ill* Utnied btatisi in t.u>ng through tho expetienv* 
wbitb India m now faring, in tluruiiglily ro- 
organiting «tir own baiiVing biuunoM at homo and 
tUn cwwiciod* my own wtatvnunt with a general 
aummary of tfiw important pointa wlinli have been 
broiigtit oat in the evurse of the bimnnK 

KvIdS ((knirrain) If you pl< asn \\u still |ust 
*«• now if Ifiero aro any further matUra whnh my 
csilliagites want to eliisL on the CTidence actually 
t,iiin by Profoesor frprague, and not widco tlie tcopo 
nntil we ba«o bail the Imimfit of hearing Mr 
Loternor Strongs final atalement 

IS 32d (^>r dfoarchfi Itudalhoy) I undertVand 
that til* fosition Fomre to ihm that you differen' 
tiato tho cose of India from that of the iVcelem 
Oiunirwa of Puroji, on the Kruiiiid that any pro 
petal intolving the adoption of a gold atanilard for 
India IS dcirimeninl to tho intereata of America a* 
a ailrer prodaiing rountry, since India now absotbe. 
a larg* percentage of imerua's prmtuction of silver 
year after yiwrf— kfuile tho csintrary (Dr 

Apriowe) No Tho aili.r ii oidv one nf the factor* 
in tie sitiistion I sliould say in the summary we 
admit that that it detrimcntAl to the tlnite.1 Slate* 
In «o far ns it affeeU silver, am! we hold that it w 
detrimental to lixlia in so far a* it affreta edror 
through the de|>rcriat>on of (he value of tho un 
I'oinml sitter |,eU in India On tl e gold aide we »r* 
ronvincTs) that the aihenio u premature, in the 
abvenee of the further lUvctvpment of banking and 
ditinrbing to the rest of the world on that accniint 
(vMpM with IW j resuimu) rontiniianee of the prae> 
tiee of hoarding g< Id wlmh we N hero will b* only 
gra-Iually tno.lifi.-i \\e bold that the gold alandsrd 
vs now prewiMutr, with the expression of the furthar 
view that we do not rontemplalo any (mie in the 
future when it will he d.iirable for India or for any 
oeh.r cciinlr) to resort to gold currvjicy, Wause we 
Miev* that that will involve a general decline in 
world prim 

15,32? Then your ei imon is that India alwnlil at 
preoeot end for a eniuiderahlo time to tome go m 
for agokl exehangv aiandard and jvostpone tho adop- 
iHiii of the gold alandardf— For an uncertain period 
of time, perhaps net rerv long. India chould go in 
for o goW exebarge atandard broadened out and a 
further develipment of the banking agunriet 

15 3^ Let me tcU you it will be the work of tnanv 
generations to aiwiire the derelopment of banking 
I sluts in India on the eanio principle ax is dons in 
Am.riia or Buropc IVith that information placed 

lefore you, woull you still rn'iintain yaur siewF 

I elHinid Dot think that many generations would be 
required for »u<h developments in hanking as would 
presumably render tho working of a goUl otandarj 
Ire* from extreme disturbance so far as the rest of 
tl* world la concerned I think I tan answer that 
question bv taking up my next point, and then 
bringing it back to the question you have raised 
Tho lUn conleniplstes the elimination of nlver in 
Isrgc messiro from the circnUtion of India It 
faiours gold currency, and also notes, and looks with 
disfavour upon the continued use of silver Tbia is 
jndiealed by M.e provision in the plan removing the 
legal tender quality from the rupee Vow Ameruaa 
«p.nenc* t«m. to m* to fur. sh in the support for 
n Tjmur* you »ay have m 

a eounlry chould ho retained If you desire to 
fhnnge in any pnrticulnr woi jour ciiriv.r>.-v .1,= 
most feasible method is to increase with the p^sago 
of the rears that particular hind of currenev that 
T eliminate the sort 

of eurrener which you bare In the United State* 
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cn<x< Ut« TWioiu kindj Tbo most voarr^bU 

of thceo ^■rloUJ tyiH'e of monev is tlio United SlnUo 
nolo faimlisri; known m th« “ green Wk It was 
■muoJ during our Ciiil Wilt, and wss iniomertiblo 
for a |H>riod of I* ysars Sixs.ie paTiueota «oto 
rorumml in 13*f>, and tlio I tilled States notes bars 
nmtinunl to circuHlo Tho nett uuuo m point of 
tiino u tbo National Dank note erery National Uank 
I>eing autWind to uuue National llank.noti* if 
socuivil by tho d\;>ORit with thu Coiernment of ror 
tain iMues of United States bonds Tbo banka alono 
are roAponsibTo for tho redemption of those notes but 
arrangetnents arc mado for their redomptiun through 
tlio Tronaary in %\ashington Our tliird ttpe of 
paper nxinoi u the Silrcr certi&eate During tho 
jieriod of 15 years from 1«*9 on, tho Coeernnient 
lurrharw] month by month a certain quantity of 
sitrer, under lepelalion designed to support tho 
ealue of sileer at tho traditional ratio with us of 10 
to I Tbo silrer thus purchase*! was coined 
into silver dollars, which were of ouih a 
«z« as (o be anacceitablo to tho people in 
general For each ailrer certificate there it lo<li.e<l 
in the Treasury the appropriate number of coinot 
■liver dollars At one time, about 1^93 our circii 
lation was redundant in the sense (hat the romhineit 
amount of tho United States Botes, National Bank 
notes silver dollars and Hirer cerlificalee was aueh 
that It tended to make tho level of prims too high, 
tending therefore to force eat gold, lowering the 
supply of gold at (ho base to the apprehention peiot 
After some rears of diSrully, howoer, the situation 
improve*! Tho country was growing in populatioo 
and It c^ew up to its supply of currency. Ther» 
after, for a considerable number of years, there wat 
no possibility of increasing the aggregate circulating 
niMlium, except through an incrcsM in the slock 
of gniil The Government no longer piml aiud silver 
Green hacks were at the Used amount that was 
outstanding when specie paymeols were resumed lo 
1*17!) The National Bank notes could not bo 
inrrrasoil appreciably, because there were no avail 
able Umieil Aufes bonds posseuing the circulation 
pnrilege Omseqiiently, pracficallr alt of tb* 
increased inppir of monev in the United States 
between the yenri 1^99 and lOtt wu in gold tte 
improved tho nvernge iluality of our circulating 
medium by increasing tho gold percentage of the 
total Since the establishment of the be<lvrnl 
Reeerie Bank we have had another type of paper 
money, the Federal Reserve notes issued bv th » 
Fodersl Reserve Ranks, against which those banks 
must bold a gold reserve of 40 per cent A very 
large part of the addition to the circutatlen in hanl 
to hand use of Iho country that ha# taken place 
since 1913 has been in the form of Federal Reserve 
notes The amount of gold certificate* against gold 
has not appreciably changed if you lake tFe entire 
pen^ It was reduced in the early years of the 
■ War, and has since been increased to something 
like the amount outstanding 10 or 12 years ago 
In view of the parallel which this eaperiinec 
furnishes I venture to suggest ihit in foriDolatinc 
any currency plans for India it would appear to bo 
unnecessary to eliminate all or any considerable part 
of anv kind of circulating medium now in oommou 
use Particularly is this the case if you should 
decide upon a scheme of banking and monelorv 
improvcmenlc nbii-h aro to bo dereJojicd groilnally, 
as contrasted with an endeavour tn transform the 
situation overniebt, and to establish some quite 
different monetary plan I believe it ^ould be qnito 
possible to leave the rupee, merely 
policy of making no further increa»o in * 
of coined rupees Ton will find that 
development of trade, the growth of population »--• 
- --asago of years, additional circidntyig 

of gold ID 


with tbo 






noaent of time, and it would seem to me greatly 
to facilitate the development of banking agencies 
which will infiuence the monetary position if yo i 
start with what you have 1 am nut sure that tlia^ 
answers the question that you last raised, but ( 
think it has soma bearing upon it 

15,339 1 quite see your point 1 gather from 
•bat yon say that, in adopting a new system ot 
currency, we shonld not set aside the traditional 
form of currency which exists That is your con- 
dition? — Yes, and not withdraw the legal tender 
quality from it 

15,330 So if wa ara in a position to devise a 
system of n gold standard with the maintenance of 
the silver rupee, we would then have the co 
opcratioo of the reserve banks of America in the 
deielopment of our system? — 1 hesitate to ansner 
any question like tliat, because one cannot yud^e 
until one has seen the concrete plan and studieil 
it la all its detail, but 1 should think i6 would be 
regarded with a great deal of 'Sympathy 

1SJ31 {Hr I'reafaii) lou stated a little while 
ago that yon tbeught the best metliod for us to 
pursue would be to go bark to our old gold exchange 
atsndard Did I understand you correctly in that? 
—Yes, broadening »t out 

15,333 (Hr J reslon ) But our geld exchange 
standard, 1 ara afraid has always been a misnomer 
Correctly speaking wbst we have in India to-day 
IS a timpio standard, that is, a gold standard 
without a gold currency I would juit like to 
exemplify that by reading the Report el the 1693 
Oinference ‘ If the Secretary of State for India, 
who bad long bveo tbe largest seller of remittances 
of ledie, undertook to sell bills of exchange without 
limit of amount at Is ({d per rupee as a mazimun 
rate, but alto maintaining though without formal 
notificatioe, the practice of not setling belotr 
Is 3Jld per rupee " 

15.333 (Ghairmon ) VTiat is that document? 

15.334 (d/r Frciron) This is the official document 
entitled, “ blemorandum giving the history of 
Indian currency 

153.15 (Cheirman } That la a document before the 
OommissioB 

IS.SIO (Jfr Frcifon ) Yet So that we gel the 
wpper gold point and also the lower gold point at 
which veto it would work, taking tho parity as 
Is 4d The next point was that the British 
sovereign eod half-sovereign were made legal tender 
at 15 and 7) rupees respectively, the rate then 
established being the equivalent of Is 4d per rupee 
Therefore, what wo had was this Mo had a top 
gold point of Is 4}d , ond a bottom gold point for 
reoiiltanres and we also were able to send 
soiereigns into India and obtain 15 rupees for 
our sovereigns The trouble now is we cannot 
operate it because, as a resalt of tho Babington 
Smith OominisBion they established a parity of 2s , 
and as present exchange is round about Is 6d , il is 
obvious »o are not going to send sovereigns into 
India and take 10 rupees for the sovereign when we 
should bo getting Rs 13-3-4 Therefore, you will 
see t) at, practically speaking wo were almost a com 
plele Bin pie gold standard, if it had been properly 
fnnvtioning?— 1 agree there is a very close approach 
in the gold exchange standard os it is styled, to the 
gold standard but there is at least this difference 
in the case of India that your gold exchange 
etandaid oeenis to me to here been operated largely 
1^ tbe Indian Treasury and the India Office, and iiit 
by the banks 

15 337 That ta the trouble from which we are snf 
fenng tio-dav That is the exact trouble which a 
great pereentavo of the people of India have felt a 
good deal of difficulty with, nnd they deeirc at this 
particnlar stage of tbe financial hietory of India 
to bavo all sueli further difficulties remov^ and hive 
It pnt down in black and white so that there will 
never be any departure from it in the future That 
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i> uliy iiorrr»l of my aro •» pcrmtUnt la 

uking you about a (i<n| lu |^ IJ »Un lard |<t inliaf 
—I Bniltntand 

ISa^J (CkoiriTMn) That la raU*T a tomluaioa 
Iban a quoatiun It it pnMiblo to put tki inattor 
in tlio (orn of a qui-ation to aaaiat tl^ vilofuaP 
15 3.19 (itr i’rrifon ) 1 will | ut it tbu may 
\\uubl tk*t appc^al la you aa twine at Itli {wrxal at 
India a hiatory tl e cnntisuaaco of an uH tyilrm, and 
that It ahoutd las put on th« StatiiU> IVxih an that 
t)ier« atiail tw no di-i arturo in lh» luloro from tha 
prirr] U ihui laid iloirof — I lutpoau that tasaot tha 
quattioa of the rato 

15 3(U liOt ua Irare the rate <iutaiil«?-~i alou’u 
think that rouU ho put in a Statute, 1 ut 1 may eay 
in amptiCcalxin of my laat ana««r that 1 do not 
aee from a very cl mo examiRalien of ihia t Ian tt at 
the India (XlioO and the India Truaaury vonld be 
in any way dirurred from handlice IIm ei haeiC'a 
any more than (bey are now, or hare heca durinjt the 
laat 10 yrart 

15 311 (f.Aairmaa') I am ture you wilt tell u* at 
an(« if the queationa are teailiac you beyond the 
reetan in which you want to he I— I pceaume they ate 
letimi; me out of my dej tli Perhape Ibat »aa the 
(liairmane imprea^ion 

IS 3t2 fthnirmnn ) So indeed not— -very far tnr> 

It 

15 111 (dfr Preifon ) I a|>ulokwo e oat a>er»re|y, 
lot I BMure yon it was not with any intent to lead 
you out of your depth I am lure 1 cveild Bevrr do 
that 

IB 344 (Sir ifceiiviM BfonO I ahonll like to a«k 
you one queaiioa with regard to Ibeae twlea which 
you have kindly tSiown ut Can you tetS m* whether 
all of thme BetM are leeally conrertibte into either 
gold or aiirer doltartf— That w rather a bos «*«ry 
Practically Ihero u no dillerenee between the vano m 
kindf of money Lecally there are certaio 
differeoewi firetimple the hniled Sutet notet are 
lejtal lender, and for their redemption the Vailed 
Btatea Treaiury hnida a apecial pild leterre They 
are never preacniod for redempiioa from that cold 
reaerre but they are eonaiaatly preaeoted fee 
eaehance for new notca ae they bvratoe wore Tbe 
Ivsal tender feature u of no importance now It 
farmirlr had thii importance that kiode of meoeT 
that were Ie|,a1 tender could be counted as a part oi 
the required teterrit nf hanks before the reeerve 
•vitern Tbe other hind* of notiey could not be 
couQled Tl 0 aiirer rertificatea are I brliere local 
teniler They are leeally only coorerted into rilrer 
dollars, but it la the policy of the CovemcneBt to 
maintain all kinds of currency ai partly eo that Do 
one worries about that particular detail 

IS 145 I was not referring to the quealion whether 
they are legal tender bnt the question it wbrtbe. 
they are legally convertible into actual coin For 
instance the Federal Dcaerre note asrs '* Tbe 
Cnited States of America will pay t<i the bearer an 
demand 30 dollars ” Does that mean that tbev wiD 
par if he wants it either gold or Silver coin in 
exchange for that notef — That »s a special pTUv»«io*i 
which haa a corious history Tho Federal Xleeerfe 
notes are redeemable by the Federal Reserre Danhs 
'When (hat Act was pa«3iag through Cemgross iherv 
was acute dinsion of opinion as to whether thetw 
should be any liability by tho Cnited Btateo GoTirn 
ment in connection with those notes There vM 
strong support for the new tliat they should be 
simpiv regarded as tbe obligation of tbe Federal Re- 
serre Banks but there wero others who took (he new 
that the issue of currenev la in sonie way a Govern 
ment function and they desired that these notea 
should be obligations of the Cnited States Covem 
ment as well os obligations of tbe Federal Jteeerre 
Baaks Cooseqaentlv yea hare that phraseology 
there bat it has no practical iigniSeancu 

15 310 Perhaps I might make the point of my 
question elear if I explain that it has bMti mgeeotod 

to ui that the paper eurrency is India which is nt 

present legally convertible into silver rupee* ahouU 


no linger be an ninvertihle I waa trying to aarrr 
taia whether, altfieu^h in | raetiro tho silref dollar 
It not dsmanli^l for nutoe, tV ere n a lual oUiga- 
tion on Ifio loleral Ilceerre Ik aril to giro anyoua 
wLo Jemanibi it silver chdiars in exchangn fur paper 
nolesP— Tlicy are ]>syabl« in gnbi, cwrtaioly nut 
payable lu stiver clullara UiSt U one does not have 
an option of securing either toki or adver dullav* 
f<r tl'O lobral Ibeerve note Hie queetioa has 
not 1 think priwenk*! ic<elf m of any {racticsl 
liBportaoce In our ett'crieoco It conceirably might 
barn d>iin so in I'>3Q if tlm bullion value of o«r 
aiirer dollani hail locoino ipirecubly greater than 
the even nine fn that raao rnnreirably (-eo] l« night 
ham ] rewntol their ailtrr rertiBeates to tecum 
kilter tl dSart Irtiin tho Treasury Inosmurh aa they 
am really (vothing more than warrhoum nweiptt it 
■oill have cTtaled do incoiireRienee (.> the 
Treastry It wnuk] simply hare rrealnl a rertain 
vacuum in tho ciirntating R-Rjium which wonki 
teaiUly hare been fil^ol up I « Uio losno of tiblitional 
federal nmerre note* But inasmuch as tho quau' 
tity of siirer certificates it small rrlalire to tho 

aagrek-ate c-in-ulaluxi it il not prsaent the (eirt 
<f problem which I in>!ge yon are corjndenng and 
whuh Lecomes of importaner owing (o tho very 
large amount of note* of one typo that arc in qoe^ 
tmo ami micht I suppeve he preaentnl for rupmw 
III tl>e event that the trivtallie or bulliOD value of 
tho rupeo beramn greater than its onin ralao 

IS 117 Ion sniil I think that a man who bokla 
a SOdullar Federal TUwerro nnU roul! not rtarm 
either aiirer or cohl D» yoq mean that he cnukl 
not clam at hu option to ho given a partiealar 
form <<f com hit ran he demsm) to he paid id rein 
of aomo aort?— T<w 

IBU* Me rani— 1»o 

11149 U la at tbo optioB of tbe Dank to giro 
him g<d>l or silrcrf— I m. Practically it is gokl 
ainro tha Itsarrvo Banks are only ivquitvd to bold 
ftnid Pethsps (eivetDor Strong can rule that tnoro 
cetlainiy, hut I da n >t think you oonVl inaiat upon 
rwleeBiiss Federal Reecrvo notea in grveu basks — 
(Bfr Strong } There are two prorisiona of the law 
whiela apply to iVie quretiun which Sir Itet.iaaVI Manx 
asks In tho late nov CoRgnws passed an \rt 
requiring the Beereury of the Treasury to maintain 
all forms of money in circulation in (ho Cniinl 
Btatea at parity— at parity with goM in jioint id 
fart Tho other provision ol iho law is contained 
Ul the toleral. Cnnecvo Act which. r>!n,iuiaM. this 
Fnleral neservo Bank to retire thmr nokna on | nv 
aentMMu at the Bank eitbacT in goU or in l^al 
tender ironrv the l<i.al ten If r monev referred to 
bv tbo ^latuto being either CnitcO States notes or 
(ilier eertificales It they nro retired in Coiled 
Stalea nol<« tho bohitr can then presest them at 
the Tressurr at Itsshington and get gold in return 
If retired lU silver certifieatos thosio warebotL«a 
receipts under tho Blandato of Congress to the 
Secretary of tho Treasury no sHver dollar u given 
m exchange but in fact there u a Mandate to 
give gold for silver certificates if tho demand for 
gold vs Blade fn practice however, since tho 
organisation of the Reserve Basks all forms of money 
in circnlation must bo convertible into gokl for thu 
reason that tho silver cert ficates and the Cnited 
States notes — that is the green backo — must be 
receiTed on deposit by the Fed«rat Reeerve Banks 
if tendered and thev are actuallr part of tbeir 
legal reeerres Now any Bank with a balsnc* at 
tbo Federal Reserve Dank can get gold for that 
bullios In other words be can convert those 
varioiis types of currency in cotrxdou ciimla* 
tion into bullion at tho Federal Reoeeee Bank and 
then convert that bullion into gold Now tho direc- 
tum by Congress to the Rererve Banks, or at least 
tbe pmwaioa m the law requiring the Reoervo Banks 

to redeem in gold or legal tender monev is modi 

fied by another provuion which requires tho 
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Tr«asur} Ui r«J«cm the notre onlr in gold at ^ash 
inpton, bikI it rwjuirtss the Federal RnwrTe Banka to 
maintain a gold rodem[ition fund in the Treaaurjr 
of *inh I'lrrentage of the demand as the secre- 
larv of llio Treanurv uinr rr^juire So that the 
comhinatiati of the lariuiu provisiuna of the l•t« 
tfatuirint; the maintrnaneo of the paritv ef all fenna 
of nonej and mjuiring tlie nalemption of the 
rariout forma of n omj at different | lacea uliimatelf 
geta hack to a guM diiuaml in point of fact> ami m 
prartioe the Ifwcrro Banka giro goM on donand 
to anyone preiienting either a che'ine on a Bank 
or anj other of the fornta of currene; tn euenlation 
Doe* that anatrer year queetionf 

15350 (5ir Beginnfl Ifant ) 1 think that makes 
It quite clear 

15 351 (Bro/>itor Coynj** ) VIU you amplif/ a 
little the anahau of the pecntiarities of the working 
of a goM vtaixlard tn a country that i* Wardiogf 
VTouU it work in a peculiar manner in a goM 
•tandard eoiintre where tqu hare the eaulenre of 
hoards — because the hoard* niiglit come out oft cer 
tain oeeadons (like |Kriods of •peculMion or 
famines) and m mow riw* in | rwe* and 

also affect the halsnre of trade — (Dr 
Spru^Mt) kM, I hare in mind a reverse 
•ituatien a pro'i'ereu* cnndition which I think is 
more likely to prove the disturbing fseter If 1 may 
BKain illustrate from Awericm eipcrience to periods 
of prospetilv and of large and even abnormal »*|orls 
of merrhandise a* gold dnfled in tt aould hare en 
itomediato and decided effect upon the banking poii 
tioa making for ea*r menoy rates and liberal loans 
on the part of banks, and a tendency in conscquenco 
ht prices (o adranee, thus aetliog in motion those 
forces which would tend lo restore eipiilibrium 
111* functioning of the gold standard in the apecific 
eonditioni ««ens to me to preso) ivoee that gold more- 
Rienta will quicktr set in motion inSucnces tending 
to restore an equilibrium between rarioos trading 
nations, partly thfough the upward morrment of 
prices ami the easy money in a counlrr receinng tbo 
goM and through tho rererse influences operating 
ift the conntry shipping gold It tends to keep all 
the countries pretty nearlr in a balanced situation 
if a country that hoards gold hat on ahnormai export 
inrples and the gold iloirs in, tbe influeoree are at 
once set at work in the purchasing countries which 
lose the gold, tending to high money rates and 
detrresspd price* but the oppouie influence* of an 
ease money market and rising prices may not be very 
much felt if pros] eroiis producers in the ronntrr tn 
question simply board away the gold and it does not 
enter into banking and business use Therefore I 
should expect that the importation of sav, 100 mil 
lions ef dollars to India, tho result of an abnonuai 
export surplus, would not (et in motion the cor 
rectire influences to quite tho same extent that thev 
would h» set in motion if a similar amount or an 
amount proportionate to tho relative populMion had 
been exported, let us say, from Kurope to ILo Vnilod 
btates Tou do not got that delicate adjnsiment 

quite to tbe same extent if this monetarv material 

may instead of going into banka go into boards 

Now, in the case of a reverse movement I am not 

at atf certain to what extent the gold would flow out 

of tho I oar Is I do not think it vrould flow out a* 
immediately as might be desired Bather I should 
fear that it would Bow oat ot tho bank* making /or 
a strain on such banking machinerv as has been 

doveloped and onlr after a period o( pretty consider 

able and severe strain extracting very much of tbo 

gold from hoards In both directions tou have not 

got that interrelation of influences which seem to me 

to bo essential for the satisfactory fuscttooing of a 

world gold-standard mechanism 

15 3o2 (Sic tfewnd'r tfiirrov) Among the notes 
you have been good enough to show ns I see von have 
a Fedirol Reserve note Ts not thero also a Federal 

Reserve bank note’ — There are no hederal Reserve 


lank notes beiog issued at tho present tune Pro- 
vivKM) war made in the Be'err© 4ct for tho I'siie of 
FrUral Reserve bank notes sime it nns contemplated 
th It the national hank note* niigl t he gradiiallv 
netiriJ there were 700 oiiJliou i>/ those and it was 
not q iito certniii that th<re nould he a suHicient 
havis IB tl« operation of tip Federal Reserve hanks 
forth vitslv issue of 700 millions of Federal Reserie 
1 tis to fill that vacuum Oonscqueiitlv there vrna a 
■■roTition in the Act enabling tho Reserve banks to 
issue Federal Reserve bank notes under reri much 
tbe came conditions that tl e national banks issue 
their national bank notes A few millions of those 
were issuH in 1S15 and lOlE and a verv coiisiderable 
quantity were issued in 1910 and 1920 when silver 
certificates were withdrawn from circulation in order 
to secure silver dollar* to be exported to India The 
taruuni ereated be the cancellation of those silver 
iierttficites was filled up by tie i<sitc of Federal 
Reserve bank notes against which security was lodged 
with the Government by tbe Federal Reverre banks 
After the war the Government under the Pittman 
Art was obliged to repnrrhase an amount of silver 
equivateBt to the nmount (hat had lieen exported 
through th* break up of tho silver dollars and « ts 
further obliged to pav the silver mine people not Ksv 
than one dtdlar an ounce for this silver that it was 
buTing to replace the silver dollars tnd so the silvei 
eertifiiaies A* this process wt* completed tho 
Federal Rceerv* hank notes were retired, and now 
there are only a few remaining in circuittion 
lo253 Oils the lederat Reserve note >a is cir 
rnlatton newf— \es 

IS 354 And tbo Federal Reeerre I'oUtis convertible 
at the bask I usdentesd from Gororaor Stroag 
•ither IB cold ot logal ten ler menev and it 
AAashingleo in gold only I underiUnd that legal 
lender money jmiudes dallaraf— (d/r Strong } It in 
cInJeo Doited States aote* the *o<alM greeDbaeks 
and silver eertificates 

1535$ And tilrer dellartf— And silver dollar* 

]5,3ofl A bauk ho* is lU option therefore tbe 
right to give ID exchuEge for any of theto notes ailrer 
deUarsl— Fc* 

15,557 Do the banks generally accept ailrer dollar* 

Id Americaf— Tbev not only do not care to accept 
them, but there i* no public demand for them A 
recent effort was made by the Treasury to economise 
la the use of small paper money by putting silver 
dollars in circulation^ whicdi wae tgxBqJateJx aib- 
successful In practice we do not pay silver dollars 
In fact, we would find it quite diCGcnlt to do so 
because we have so Silver dollars at tbe bink to pav 
with, we only have Hirer certificate* 

lv3oS Tliat IS wh-vt I vvivbed to know I con'd 
come to year bask With notes, and I couM ask /rom 
you ailrer dollars and jon really are bound to pay 
me legal tender monev which includes silrer dollars’ 

— Ke, ailrer certificates 

15 359 And silver dollars too’— A\e can meet our 
ohigation to redeem lU "legal tender money nv 
paying any form of legal tender mot ey 
15,360 That la tbe point I wish to make clear 
Avitea I com* to your bank to convert my note* you 

have the option to give me legal tender money wlunb 

includee cilrer dollars 1 cannot demand from you 
ailrer dollarx*— No 

15361 If I demand them from yon you nnu'd nut 
bare them to give nef — I would have silver certifi 
cates up to a certain reasonable limited supply 

IS 362 But we are epenkuig of silver dollars Aon 
maid not har« silver ^llars to gire me ? — Re would 
give you a receipt for silver dollars which vou would 

thea present to the Treasurv and get silver dollars 

15,363 That w the point I wish to make Rlien 
I go to th* Federal Reserve Rank to tet mv note 
converted anvl 1 wish to get silver dollars you give 
me silver notes, and with those silver note* I go to 
tbe Treasurv and there I get silver dcrflarsf— Aes 
and thoae are legal lender 
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15 3&J Or 6r^“ back< « the cw* nay be?— For 
green hac^ a diSerent fom of payment itimld be 
made The grcen-backs are no"’ in poi* t of f»et 
redeeniahle in gold The only d ffererico i* that for 
each silrer eertifieate there la a ipeeific adter do'Ur 
in tlicTreaaury For rodemplion of the jjreen bieVs 
of winch 346 million* are OQtataiidifiB there » now 
about ISoOKOOO dollar* in the ?>e*Kury, and Jf fie 
Treasury ner© called upon to redeem the Rreen baiA-^ 
they would nniouhtedlf Tcdeem them tn (pdd M 
metallic tnonej redemption were rwjnired Then 
under the law tbe Treasury could again put tbeee 
tamo green hade into circulation or the Treasoty 
could deposit greeuJiaela with us and get gold hack 
from o* and restore the funds held in the Treasury 
for the redemption of tl* green hicks 
1S3C6 (Cboirman) M'e have bad an opporlnuitT 
iinre last time n{ reiditig profeesor lIoRaiidcT a 
evidence giren on the ]tst occasion J do ool knew 
whether Here are any luestions which anyone mar 
deeire to put, hecaaac 1 think Toa tnight tsko this 
eppoituMti of atkiTiR Vtofewot KalUtidet to deal 
with them Personally I do not think I re<)Qire enr 
(urthor eVociditioi] of the very lucid etitemeut gi«ea 
by prefeaeor noHander 

15 367 (Prufenor Coyoj«« ) I do col know whether 
takine Ihcwe chart* of pricei which we iiaeo been pro- 
ri led wdh tho espltnation of them will come from 
Profewaar nolltndce? 

15 SCS fCAeirwiffA ) I do not tfiisk (hat Professor 
Hollander wat dealing with tbaac 

15 2Ca (Pre/«»iflr t’eyoi« ) Thero u one point en 
tie tndd chart, Chart 3 on which 1 ehouVJ like some 
lofornation 

IS 'ni ('Woiemoa ) JJefore w< come to tl>e chart 
I ibotiVJ ] ka to cee if (here la aarhody who withes 
any farther eliicidatioB of Prefesror Rollandere di* 
ceuteo I do not think there seems to be avjliole 
who ilcmro any farther ejocidation What is your 
point nbont tio chart • 

IS “111 (Preftiior Cav^jet) It yoo look at the 
curre of price* of farm products, rou will see the 
price* of tho** farm prodoeU were shoe* genertl 
priev* Bp to pTM Aince then they her# fallen below 
the eeneral pricv* It hu hecn etated befoee the 
Commission that this i* a worklwido phcDonienoii~ 
Shis, peculiwe fill in »scw«l\wial pticro Tro- 

feesor JfolTander or anr of ii* colksgoc* any et 
planatioB to offer of the phenomenon that agrarien 
fricca bare fallen Wow tin. range of general prwe* 
HI •• l!)eOs — (I>r Jfonindrr ) I( 11 A natter wfirch IS 
much in dupnte The pcneral Opinion, I think «• 
tlat ferra prmlact* hare abown fe*t power of reoorery 
from the war supple than other ootnmoiiitiee 

15 yn The supply wa* luelMtic*— 3e» Sfore- 

orer tie tumber of farm pToducte le Telatirrly 
smaller than fn*t of all cmamndili#* aotj italareJIr 
there wooVl be lf«» rorrectire lofioence owiog (o tie 
•mailer cun ter defermining the arcrage 
’Sit p ‘P-n o^orr 


lo3<3 Do sou know if that ■» a phea<«i>enon 
wl ich 1* contned to the States or whcUier it has been 
oheened in othec tiouotries after the war— I wean 
the fill of agrarian price* *ince the war?— Dell, I 
do not kno* as to the eipertcnce of other countries 
after tins nor, but it is a coiniiioa consequence that 
aher a !>eriod of war farm products seem to suffer 
Ml a grcitef degTw feotn the po t-n-ir correction of 
priciw Naturnllv a* esacntials their pro iuction has 
been atimulated during the war, either Iv l)oii«M>s vr 
h} ;ricB firing: or hr tho natrimj idrnnee of prices, 
and thero j* a greater inelasticity in tin curroction 
id them 

15 , 3 i-l The result being that in the general ci 
nbaneo betreeR the agncolturist os such and the 
raanafactnrcr as such, the position of the agricul 
toTist bos become worse for some years, it has de 
(ersorated for some years? — Do jou wean in the 
Doited States, or in the world at Urge* 
loS'o In the bnited BtaUw, looking at the chart 
at present? — Yes, but there i* a difference of 
epimoii a* to that The condition of tbe farmer ii 
perhaps raoto rehewently expressed, and his tiioa 
tioo >a complicated by matters of indebtednes* for 
land purchase comrlmot perhaps u conecn 

trated owing to (he /set Out in important areas agri* 
colturo IS largely a one-product eultiration In tbe 
Soa(b It IS ratfoa; in fne Aortii West it u wheat 
end la the MkUIs West it is corn So we haie loss 
of a I itanrod coniJitiOB than in ordinsrr tndtistry 
IVbeo we speak of industrinl depression wo noul I 
net Bse the term as applied to a particular tffo of 
indns'ty, but a bad cotton Tuarket weans agnrol 
tural do) resnon in Ibo Fnuth and a low price of 
corn ineiins distress in the kliddlo Wut 

153*0 (CAoirmon ) Is there anything wliieh too 
B outd like to add lo what we haro been O-sctiiitng 
t»4lay?— I think not until wy aueviatn haro cow 
pfeted (beir fesfiBony If anTtbing should retnaui 
I could add It then 

15577 De shall oft a subsequent occotioa receive 
•Oise further asaisunc* in tie course of our pro 
ceedmgt froiu you, (Jnverner Strong?-^Jfr Sfroag 1 
Ics May 1 inqoira whether it would suit tho wishes 
of the Commioien to hire wy new* reifer geoeraUr 
than to deal precieelr with the questionnaire ns |C 
seeoia to have been coveted so eompletely by the 
evidence ? 

15 3*d I think So 1 ahalf hope that you may be 
■hte to amplify any of the matter* waich seem to 
you to require amptificalion or addition an 1 then 
deal with those further matters to which yon re- 
lerred In the rourso of your obserrations to-day? — 
The awpiiGcation nfaicfa I hod in mind bad more tn 
da with the relation tbe operations of (he Federal 
Dc*wrro system bears to aoipe of lhe«e particular 
mat or* wl ich I thengbt iDighl be interesting to 
(ho OuniiBiltee 

IS 5*9 Quite so I do not think you need trouble 
after the very full osaistanre which «« hare alresdr 
reresved, to go tbroogh the detailed questionnaire 
agaiii*— ^mte ao 

rmswithdrcir) 
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FIFTIETH DAY. 
Tuesday, 11th May, 1926. 


TJio l{n IIT Hu-« 1 inv titn ifILTOV \0t NO I 
Sir UiJK'^uiUMTtt ilooreairr XCIi, KC\0 
Sir NoitioT lli«Tivca Ykeles YV aitiic.'., K C I E 
bir RtriNALD Mavt, K C I T , C 3 1 
Sir YUvEiKij Kyhaiiji DAntunciv, IvOlP 
Sir IUxut STn-MkOdcit K 11 Y 
Sir ALEXi^nra llOBritTgas Mciiiut, CUE 


I DsO Use SIP (tAr.iri.uin) 

Sir PcRHiioTiMiiia TuittuiDAs Cl E , M B E . 

MLA 

Professor Jtniccin Coovewes Cotajes 
M r YllutAU J BWiiiD Pbestov 


Mr Uesjaup. 'Stuono (CoTcriior of tho leUeral Itesorre Dsnb of New York), Dr Jacob H Hol- 
LAM.tR (PrufiMor of Politital loaBom;, Johns Hopkins Unirerdtjr, Baltimore, Marylanil), aod 
Ur Oliskr M M Sliunn (rrofossor ^ HAokmi; and 1 loanee Hirrard UniTersitj, Cambridge 
Mass), atsompinuMl bj Mr llOMftt D Warrc'' (of tbs rederal IleAeno Bank of Nca- Tori), re- 
called and further examined 


IS SbO (t'Arurmon ) Ciorernor htroi g, i 


lisnLa something like JO million of this paper moue>, 


mg forward to-<lay to tlio bonefit of jour aastslaoce and no pay out it; round figures about 20 ailhoa 
on sori« of the nidsr aaptcu of the i..h«ii>o, first of dolHts if this paper mosey— a very large part of it 


> the gold market la thu a convenient point a 


s particularly coiuiating of & 


s of $5, $10 and $20 denomination 


ahicli to munio your consideration of U« subject! by eipress from 


Me al.i> reeciro every doy, through the util and 


—(Mr btro/itf ) Yo*. Mr Chairman 


the ttttteo about SOO sbipmenty «{ paper money 


15,3:11 (Mr hlroni; ) (0 llenening ibo gueation and ire ship out to our Member Banin about SOO abip 


iiaire after yostorday's eossion 


ments ef paper niuiiey, large!) consistiog of these 


shall soy to-day will be specifically directed t 


I, the expense and tDcenvenienee of handling it 


uU— that IS, of gold com— in the Baited Stales u largely detetiniced by habit— that is tlio habit of 
rally controlled to-day by conaideraiiooe of habit osing paper money— and by coarenienca in hmdliDg 


such n circulation Wforo the war In England, for sbonld like et this point to refer to something which 


inataaco the snailest denomination of note lasa* by I ebserrod mjself when in India in 1920, which may 

tho Hank of 1 ngland was £5, and the intcrmedialo bare some bearing Y\e bare a large problem of 

circulation was sorercigiis sod hnlf-soverigas Tbe internat pa)Biesla to make in the United Btates 
iTeferniiiiation ot" file n/atits aoioiiaf of cimiAt'iofl AnVecu jthr oYdVreirf a^fnetir, fast ft rxiBfi lo 

of these two kinds of money was really fixed auto- India, and I recall being told when in India, when 

mstically by tho renjuiremcnts of tho country s trade the rupee Note was gaining its popularity m 1920, 

If smaller denomination money were rcijuired below that tho very large denomination Notes actually 

tbe £3 Bank Note it took the form of s low rsluo brought a premium because of the convenience that 

com In the United States we hate not had a s«04 tfey afforded in effecting transfers There being nnde- 
tion where wbal I might describe as the saturstiou "land for gold coin circulation wonder is sometimes 

iioint of those two kiDils of currency has ever been expressed at the very large circulation of paper money 

reached for the reason that with the great variety represerting e<dd com that u tho gold certificates, 

of paper money in circulation, issued in all denomiD*- •>»»d I should like to describe the policy which has 

turns tiero waa no true economic demand for gefd Bppheef *9 «htt since the outbreak of the war 

com of say $5, $10 and $20 denominations in order Mhen tbe reserves of Member Banks were assembled 

to cona'uct tho country a trade National Bank Note.. in tho F^leral Ke^rro Bmk- a brge part was pii.l 

for instance were issued in denoroinitiorM of $5, •" >“ gold— that w, in these gold certificates, and 

$10 and $2oi and higicr The aame waa true of tho eorae small amount in gold win T^re was left in 
- • • , yesterday whicb are circulation bowerer as hand to-baod money a large 


silver certificates which jou saw yesterday, whiefa are ciiculatiott bowerer as hand to-baod money a large 

issued in $1, $5, $10 and $20 denonnnitiona and nmonns of g-ild certificates and there was left m 
l.intier nT,!l sliA eniuo m fvct wos ttue cf Iho SO- teserves of non Member Banks (that is, tho State 

-n„i i Tfc- .ii.iMinn nrior to the «r Banks which did not join tbe Federal Reserve system) 

anrluii^ the w« hJ really been tlns-that in order “I ^o n^nderable further am^nt The total of gold 


-nice ino ,, cwrti/Ecateo m circulation before the war was in 

discontinue the pmnting of all kinds of wand figure about $900 million other forma of 
monev of those three denominations and the constituting the rest of the circulating 


paper monev of those three nenominaiions ana la 

introduction of a gold coin currency into circnlatio^ , , . , . , . , - 

would hare been a cause of great inconvenienco and ■ fonndation for poss bly extensive operations m 
complaint bj the public That may be illustrated fnanciDg the war, to assemble os much of this gold 

ly my telling joii that the ihuf paper niotiiy circnln- as possible in the re«erve banks and without describ- 

• tion in the country conaists of $5 notes of tho ranoua ing the detail* of the oi>eration we issned Federal 

kinds which we issue and the next in order are $10 Reserre Notes in exchange for gold, and thereby 

At tho Federal Reserve Bank of New further reduced tho outstanding amount of gold 
iccive on deposit every day from the cinifieates in circulation and in the hands of hanks 


30s 


KOVAL COMMISSION OV INDUN CtlRRENCl AND FINANCE* 


11 May, 1026] Mr Benjamin firtON®, Dr Jacos H Holunder, [Confmued 

and Dr Outek 31 M SrsAOrz 


to Rtwot f200 mllUon That helped to hmld up tie 
reserret ^ the Kcserre Banhs Then to had this 
great scceasion to onr gold stock, largel; represented 
by issues of gold certificates by the Treasury tVien 
the irnr ended and matters letnined more nearly to 
normal, ve had to decido upon n policy si to the 
circulation of this gold, practically all of it at that 
time being out of circulation and in the rcacrTes of 
the Ueterte Banka in the form of gold certificates 
So ire hare nov restored to circulation aubitaatialty 
the total which iras in circulation before the war, 
in fact, the circulation of gold certificates to-day 
la roughly one bilbon dollars I would bke to 
deecnbe the reasons which led ns to do so The 
first was thst the almost complete disappearance 
of gold certificates— which are readily disliogoithed 
from other forms of paper money because they are 
printed with yellow backs— led ns to (ear that there 
might grow np a feeling of discrinunation or pre- 
ference in the minds of the public between the 
diSerent kinds of money in eircnlatico— an unta^ 
factory feeling to derelop about the currency The 
way to orercome that wae to put gold certificates 
freely into circulation, which was done That waa 
the first reason The 'second reason was the idea 
conrej^ in regard to the rery large goM reserres 
of the Keterre Banka and Ike rery high pereentage 
of reterre at a time when there was preralent, 
espeelallr in the agrienltnral sections a fcetieg that 
possibly it would be a good thing for the country 
to hire eome expansion of credit, that lo same way 
It would lift ns out oi the diScnlties of that penod 
It did rot seem well that the Reserre Banks should 
show ao large a bulk of gold nor in fact to higb a 
perccentags of reserre and tbe effect of paying out 
some 700 millios or SCO million of out gold reserse 
was to reduce it to a lees spectacular figure, if yoa 
pleue The third reason was ratber more important 
than aitbsr of tbe other two In a country whKb 
has, ear, a saturation point in tbe circnlatioD of go'd 
any morement of gold into the countr* or out of 
the country in a well^gsnisod central btnbng 
■ystem u lastantir reflect^ in the reserre of tbe 
Osntral Bank M ith no point of ssturatioD in tbe 
eircuiatioti ol gold (becanse of the existence of thia 
large rolume of ether kinds of moner of aimitar 
denomination) unless the amount of gold certificates 
in circulation was carefnlly fixed at a definite figuir 
and maintained there, we would hare two fioctuating 
lands of gold — one, tbe amoust in citcabtioa and 
tbe other in the reserres of the Reserre Banka The 
reserre percentage of tbe Reserre Banks wontd there- 
fore be no indicatioii of the gold morement whaterer 
In fact, it misbt be peesibte, by a careful adjustmeot 
of payments be tbs Reserre Banks in meeting tbe 
demands of the circalation to rsiintain tbe per 
oectage of the Reserre Bank at alm«t an absolotely 
fixed figure and bare the floctnation in the conotry a 
gold supply occur cntirelr in the gold certificates m 
circalation So as a matter of P^icy we determined 
to endearour to fix tbe amount in cirCnlatMB at a 
definite non finctnating sun and as gold imports or 
gold exports occurred, they would show at once m 
the reserres of the Reserre Bank. The fourth reasim 
was of this character A long continued period of a 
high reserre in the Federal Reserre Banks say, at 
SO or eren 85 per cent might indace a atate of 
B»sd iTi tbe public wbicb I migbt describe as raising 
the apprehension point in other words a sudden 
lo«s f gold I T export which would reduce tbe reserres 
of the Reserre Banka br say 30 per cent — from 
Ao per cent to 6o per cent — might bring about the 

same reaction in tbe minds of tbe puhlx as would 

a sudden reduction of reserre from do per cent to 
45 per cent Recognising that the percentage of 
reserres of the Reserre Banks aa I described the 
other dty were ncceaaarily Urge and possibly sndaly 
large we wuhed to be in a positma first that we 
we« not operatinig on an unduly large rr a er r s 
and aecQod that if aor sudden decline in the reserre 
did occur It ooakl be coapessated by grsdnallT 

taking the gold out of circulation It is a ratber 


anlikely occurrence It u hardly possible tocooceire 
of a Iota of gold which would r^uce the reserres 
of the Reserre Banks euddenly by as much as SO per 
rent , but with this great mass of gold in tbe hands 
of Reaerrc Banks and with a large mass in 
circnlatioo It certainly would appear to be a more 
oonserratire pelicy to bare this compensating fund 
tn rirculalioB npon which we could draw in case of 
iteed to build up out rosctre and eoltea the thock 
of a rery large lot* of gold That, if yon please, 
oxplaina somewhat tbe police of the Reserre Banka 
in maintaining a large circnUtioo of gold certificates 
and a somewhat lower percentage of reserre than 
they otherwise might hare done 

(ii) Now as to the Question of the redundaner of 
this gold It IS a fact that, notwithstanding the verr 
large increase in the amoaot of gold held in the 
conaliy, there has been ro considerable increase in 
the total percentage of monetary got 1 to the total 
deposit babilitiec of all the rommercial banks of the 
counliy The expansion of credit has kept pace with 
the accession lo one gold stock The reason whr it 
IS possible to say that we now hare an amount of 
free goll foot redundant it is all functioning in 
onr system), but which, under faronratte circnm 
alances, might be «ii8red from our irstem— is due 
to tbe fact that the rc«crres of the banking system 
prior to the organisation of the Feiteral Reserre 
Srstera were scattered among some ff* 0(10 or 30 OOO 
different banks wlile now tliey are Isrgelr concen 
ttaltd IB the Reserre Ranks There was no ceonojar 
10 tbe use of reserre money, and the organisstios of 
the Federsl Reserre Banu in assembl og it lo one 
great body of course erestes a rery mneh mere secure 
baakuig position tbsn existed under the mtem of 
isolated eeparale reserres by each separate eommer 
cia) bank, filste and NstioBsl The reserre position 
was Mmewbat weakened before the war by the fact 
that many banks carried a portion of their reserre* 
on deposit with ether coramertial banka so that there 
was a pyramid of deposit Labilities on tbe indindnal 
reserres cf the different cemmercial btnki In fact 
when the Resem Art wu passed it was felt that 
the economy in the use of geld btou|ht about by iw 
orgausatioB in tbe hands of the Reserre Banka jasti 
fied * rery considerable lowenng of tbe amount cf 
reserres required tn be kept br the frtate and 
Nsliooai Banks which became members of the 
Federal Rewe System That is tie National 
Banks, all cf which ate member* and the Stole 
Banks some of which became members. 

(ill) A question appeared in tl e Quesbonnaire 
relating to tbe probable rate of increase m the 
demand for monetary gold with the growth of busi 
ness and bank deposit liabilities I do not think it 
15 poi.*iblo to apply any rule br mathematical com 
putsbon One computation has been made I beliere 
which indicates that the probab’e increased demand 
wiU be about 2,V per eent To show how illusire 
any much calculation is liable to be one should coo 
sides tbe enormous ebangex that hare taken place 
IP the rwrre position in the Cmted States Prior 
to the adoption of tbe Federal Re<^rre Act eommer 
C.J bank, in the eities cf New Torfc, Chicago and 
largest banking centres ,n the country) 
•ere required to keep 2o i^r cent re-erre in caih 
own TaidU Banks in New York and aiicago 
Tn rt. P^'"rb 0" *POAlt 

... ,r.., ...w'iis-'fi-i's wsr 


nest smaller 


r 100 reserre citiei 

■ties) s 


called (that is the 


c --- te^nired lo keep bnt 10 nei 
iwwrre on deposit in the Reserre BanW . 

Reserve 

adopted of which 25 per cent 15 pei 
ba on deposit with ..iIa* ■ * — • 

other towns and 




bnt 


-r required to »«n on 
off-set an annna! 
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hoc find atinc ' 
•tilt irat rroontlt 
lankt to 
imreithito crctlit 
Itmorro Itank t>T 
t«‘n »ucco*«fQl It 
•Ik 111 in llio 

Dank* trithont «r 


for rrvniil in>nct for «ur bank 
coniidoraUo |>ri>il Th« i* lrii« 
IKtviUo dctoln II < III' I BURht 
.(trnnt to uiir | n-'onl i rn In'® at 
aitli tho rollttluin of rh«ni»* A 
IroiiUil I' a hank r a Rroup of 
tho ko-loral Howr'i Hank* to ci*« 
upon tltxiuo* dopitiilod aith the 
r MoniUr Ranki Hal that *nil 
Toul I bavit had tlio oSoct of addine 
on to Iho rr'orri-i of our Vombor 
nr chatijr in iho tiotnlilj of roM 


ID the coantry at all That acain irouM bare been 
rifuiralert to a number of rear* tdli'ionol reaerra 
requiremeati for Ro' 1 liy laiikmB arateni 

Perhap* *01111 ^iie<lion« mieht be a»knl Dorr with 
rrparJ la Ihit | articular niaffer 

153^2 (Sir f ejiMilf 3/nnl ) Mr Strone, you told 
o* that the hmieral lle«erTe Hank* irithdren a larfio 
nuBiher of poll rerliRealre t\ill you leH u* lio» 
the bank* ran pel them in and pire tin m out at 
vill* Doe* It not dept n I on whether the public want 
poll certifKate, or not*— kou m*an the he.leral 
fVwrre Dank** 

k« H'w do they iinrea»e er deerea'ethe 

rireulali'i of pdl rerlifealer* — If *ny peculiar 
T»lu< *entiri nlal Of olherai«-e alla'he-l in the miod* 
of the peofln to a poll rerflfix.ale a« dittinpuitbed 
from aiir olhrr trj « of f aper ini ner then aome difD 
oillT Diipht lie en ■otintrre I People would (ort tbem 
out an I keep the cell •*” P»’ ««t other 

kittdt of non-T Tlat wat ©no of the featon»-to 


prerent an* ineh derelopment— which led u» In put 
Ifiem freely into nrenlation Vow p'wpJe do not dia. 
Iineui'l anl (hero it no hihii of •oriinp So that 
a* Bionnr liri-ore* either redun lanl— mere than i* 
feqitipeil for the circulation— or at it wear* out it l» 
rrlurneil tn ihe leileral tleecrro Pankj and tbew 
■a bare the ta<k of aortins out that which i* unfit 
for further cimilttion an I •orlinp it both aa to ki^t 
and aa to iJ< nomination* Then if we »imply uia- 
continue paring out the gdl rertiVale* and aatwlr 
tbe ditnanl far frcth moner with ether form* of 
paper moner we rerr rafidir Aciuinulale tbo gold 
in tU lleeerre Dank* aKtifl It ■« autematio 


oi>eration 

Ilk*) kou hare anjwered mr ijne«tien reaflr bY 
laying that the peofle are indilf.rrnl ihrr d> net 
mind which »ort of Note the* hoi 1 '—They are ifuite 


in lifferent 


I', t 5 <«rr IfrnTV ) IVhat ha» been 

I uiiling a gorul many of <u i* the differentiation in 


llitirtt tioUt ngtinet disiounts of Member Banka 
The tliditulty jirior to tho catabliehmcot of the 
btchral llriortc fialeni waa that without any 
< npat-it* for t xpnnaiun of Ihe note ifisuo the only wav 
» Member Bank rould meet a demand waa by paring 
out ita resorre and when anything like panicky ran 
dilioiM anxu- aiirh aa occurred in laoS and 1507 the 
banks boarded their rcaerrea they would not pav 
them out On both of those occasions we hod a 
preimniu on currener Sow that we haro a central 
reoerre fund and a capacity to meet any demand 
for rurreocy that iituatioD does not arise It cer 
lainlr weald hare arisen during the war if there had 
bseo BO Iwleral neeorre syilem with capacity to 
fiMct almoet unlimited demand 

That you would say u one of the great 
benefit of a central banking sratom in a country? — 

1 should say it is owential to any modern banking 

IS To haro tbo banking and currency reserre 
rentralisol within one institution?— kes 

Ik 320 (^ir Ifanrrlyi Dndobkey ) I want to ask you 
one or two qneclions by war of information I 
understand tho Pniled Staten started on a gold 
stamlanl in 1807* — 1 am not snro of the year but I 
Ihink tho Act lo which reference was made Uio olbcr 
dar rrqniring the Secretary of the Treasury to maia 
taiB all form* of money in circulation at par was 
passed 10 1^3 and I think it may bo generally 
sUI«>l orerlooking tbs pecuIinritiM of our srstem 
aa to details that Ihe gold Standard became firmly 
eolablished with the adeptiou of that Act 

IS 3DI TVben you atArted a geld standard did you 
hare some form of goli curroncr at tho laitial 
atago*— kko had a nrenlation of geld on tho Faeifie 
Oiaat only of any consequence All the other gold 
rircatalion in Iho country waa in the form of gold 
rertjficatr* 

IS 1S3 flow do you distinguish the term 
“aaiuration point from " redundancy ' ?— I vonld 
like (A a<lopt Dr ^prnguc s definition nbieh bo mado 
to mr entire aatisfaction the ether day 1 ahould 
say that free gold is as I bare described ezpreased 
hy an unduly large reserre pertentago in tlio central 
hank ami that a redundancy is aa excess orer the 
requirements of Iho nation for conducting a given 
amount of bosmees at a giren price level 

Ik 323 (rhatcriun ) Vow Sfr Governor I under- 
xliml mu are willing to cast the net a bttle wider 
in your discussion of the matter*— Mr Chairman if 
I mar <1> so it mav hr of value at this point in the ^ 
record for mn lo male a enmmory of the various 
points to which we hare given some emphasis in the 
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iiut oiiite hrgely into circnlition Tlio holrt tb« 
use of bo 1A TOin on V\i» T-><ritie Coos-t dxl not fioaUv 
<}if«I.j*car tiotjJ tbe Femoral Re-orre Da»k >» 
FranciMO lurnisWil nAeqoaVo ^OppUM of RoW 
tHes anJ otli? r fonns of moii»T Then GoM coin was 
larg«fy wilfidrami ffom tiJcnlMion snA V\por toont\ 
sobahtutoJ, aUfoucfi it was » task of some difficiilly, 
Waow thftt ^oin hvl Wen in Crteulation for «o manT 
rears tUat alnwwt all of it was ahradsd Wlow Ih* 
hinit of tolerance The liaWett of the coins d a not 
hkc to turn them in nnA nssnrn* theif sLtmvqb •<»<■ 
u the FeJernl lUssrro Rank of 6*8 Francisco 
assumed that loss The gold coin catno in, and i» 
now jractvcallr out of circulation eren in Californiv 
(ii) Tou ln\e now heard a dis<nu«ion of the gold 
rlandsrd plan and onr replies to the j|>ecific ijiiestion- 
fisire prepared *s S guide lO the erpre«sMWi tff o*ir 
views Ks tbs hesriRgs hare occupied eome days, 
ae shall now submit a resume of those points to 
which in OUT opinion, partiouUt weight mST h« 
given IK conndiiing the eridenie submitted 
(lilt First, *5 to Silrsf, fa) the fan*e<|u«nco *if the 
plan will fe to direct a blow at the price of »il*er. 
the forto of which cannot be forecast, hot which ctn 
cerlanlj W estin sled as grealrr than «ngge«icd by 
tne priee pf Sid peroune (5> The effects open the 
ind an People aho bare a«i nrrraUted a great part of 
their sariBss m * rart store of tUrer boUion esnoet 
b* otberwiio than •anSoTtnn'Vte. thould ewpoet 

,;reat dissatisfaction among the Indian people 
hocante of direct lets through positir* tlttfa of 
OoTemment imposed upon the holders of a store of 
lal'io the use of which is so inUtnaWlr wrapped up 
IS the social ond ceremonial custoru of a large part 
of tbs population This feeling might well hs (he 
rtroDRcel smoRijrt those whose ssctngs were the fruits 
of the greAtest self-dcmst (c) The propo'sl to arert 
the lass br an import daty imposed su an effort to 
maintAtn the doaeytie price itTes|<ectire of the wort) 
price of Hirer, would in our opinion be likely to lad 
more prohabfy ai <be*e times whea, becaoso of 
idierse trade or poor rTo^s an unusna) amount of 
aiWer was piesaed for sale Furtbsf, ersu if tbe 
] Ian were tnccesiful in maiataining tb* domettie 
price of silrer, it would seem to be ei)oally open to 
objection if it depended for its toeceea opon disposing 
of tbe silrer rewrre to tbo Indian people at an srti 
final price mnintinied br on import doty (d) In 
general it u our conriction that any plan for 
jtionerarr amJ onrrc/icx reform in fodia shonfd as 
one of lU objects seek to protect tbe value of tbeve 
sansgs in un'Oined silrer, rather than (o threaten 
or to ri«k their depreriatioo <<) The plan lor tbe 
di<|>oaal of the silrer, in addition to eontemplaliag 
its *al« for the purpose ol puicbasinE gold propose* 
reducing tL« legal tender quality of all the coined 
tnpecs toniAiwiuR m eiccoXatvon to payroentt not 
eaceediiig, say, 60 rupees t\« question the adri*. 
sbiUty of attempting any limitation tn the usefolnefs 
cf currency of the existing stock of a trjie of moDry 
which has been in common circulation among tbe 
Indno people loi generations The plan «I neee- 
sity will require either immediately or ultimatelr 
by one method or another a large draft npon tbo 

piM reserre* of the Cnitcd States We do not hrLere 

that it ca-i be acenroed 0 at the requisite credits tan 
be o> tamed readilv it in lart at aQ In new of the 
disastrous effect!, which mieht ensue to an important 
tn ericaii industri Indeed is would appear that in 
certain respi.cM the unfortunate consennenrea ef tbe 
plan Would be shared alike m India and in the 
Tnited ■'tales *> it would cause a great depreciation 
in ibe value of the savings of the Indian people and 
a like dci'ree stion in tie raloe of investmeata in 
American imlu tc es It bapper* that the pment 
value of ti V store cf silrer estimated to be to the 
hand* n[ the Indian jeoplo at least estoals and 
probslly eiieeds tbo amount inresled |b elver 
I rodocing inda*U» in America 


required ba* been undere«titn*leil, and that the 
tnediVe detoand for gold for tlie operation of the 
plan wiH be gccalcr m the fic«f stx^et If an that far 
wbveb provision is made (h) If this ts true the total 
amoiint of creilit nUnJiatrl) required will Ih- larger 
tbao Mitwipited, and fuHher the !:ecaritv of tho pl*n 


stimalcs of Ibe 
be nil lo at its inception, 
cstiraato of the stnount 
e sale of ailrer (>) an 


will oeceasitito v 
satna for which eonlmct 
this hems due to fl) a 

of fords to be realivl - ' . ■ 

atidetestimatc of tbo amoant of rujecs iiable to oo 
presented for conversion fc) The plan suggests y'o«- 
eible loss of lonfidence by tl e Irdian r.eopIe in the 
rnluo of filrrr os n store of s-imcgv, and would to 
that degreo induce an enlarged aWrption of gold 
for non monetary purposes nad again augment the 
gold 'WjaireDienfv of the plan with a consequent 
■ncieasc in the deromds upon the go'J reserves of 
the rest of the world {.R Tlie strictly fiscal effects 
of tW plan m India wo shall not Attempt to estimate, 
but merely point oot geDerallv llial the cost would 
pre iimvMy be greater than calcu'atetl rsperiallr at 
tb* enset and Over a longer period if the full impart 
of the demand for gold Was fell at the inanguratiorr 
et tbe plan 

fv) is to hrttreol FSflir jiiroJv«J in setting Dp 
the plan (u) goM wort be drawn either dliectiy or 
iniireelly from the pnifcd fftates (h) Indirect -with 
Ata«\l would fo’Ww upon the fotation of an Indian 
loan ID Europe The affort to protect European 
reserree mtl 1 terolea higher discount rafet and 
drartic crotit contractions, probably of rnch acverity 
ns to occasion a decline in prices. This train of 
eronts might threaten the maintenance of the geld 
etsndsrd in sueb European courtncs as have already 
adopte*! It, an f defer lU extension to other European 
sountnea fr) Direct withdrawal of gold from the 
Fnited State* would create no credit dilSealtiei, if 
the Federal Rc'erce banks were willing to enlarge 
open market inrestments to tbe fa]] amount of the 
l,old withdfvwn— but auch co-operation srould be jtn 
pvarticaWe owing 0) to tbe damage which the plan 
wontd infill t upoB Ameritan silver mines wnd the 
f*ad and copper miBOs (tom which silvti a a joint 
product To the preeeot unfanuJiarity «f the 
American market with the financial position of the 
fodian goverement (3) and more important, on 
account of the fundamental defects m the plan it*elf, 
dewnbed »n the testimony and licre summarised 
frj) Jr fa ilenttlrr Tferontfenefton — ?hroagfi 
yradoal stages monetary reconstruction throughont 
the world is being accotnpUshed partly throng co 
operatiTO effort and largely by the emplovnient of 
tmenran credit It would seem to be essential to 
tbe soercss or *«t plan attempted by any conntrv, 
that it thould be brought into barmonv with these 
tffivu wv4 We beUevw Abwk xA la to the interest of 
India facrseli that ale should join as a partner in 
co-operalion for tbo success of thu move'Detit 
f»«i) Ai to iTiitiiitp — UTitJa somewhat out*ide the 
tfOM of the Ques'ionraire, wa feel justified m point 
ing oot and indeed emphasrosE, that the atumi>t 
to Introdoce a full gold standard into India in 
advance of prerioo* derefopment of the bsnking 
soociinery necessary for its operation weu'l menace * 
tbo successful working of the standard in In Im The 
intornal adrantsges cf tbe gold standard eannat he 
peVBiwiwivtty enjoved in India nijtil th« Indian peop,*, 
|««.o a binking orgsn.sation capable of ds*cha,r 
me tfce international tesponsibilitivs implici* m th« 
acoeptaece of that standard This we believe would 
to the caw* even if tbe initial ohstaclw to it* esUb- 
h hment could be orercome We are also of opinion 
that the rceuiting situation might render tbs /one 
ttoniag of the gold standard in other countries ev 
tnwely un'-itiifartory and cor=eiiuenllv the furc- 
imin*. nf the g.Jd atandard in India itself nf 
•loublful value ,l net of potitire dMidraotjce to 

h^”S,™LTw '.t™" ;";r, 

*Me drawing togelher cf th* principal poinU wh«ii 
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h\v© emerged after a kiiig and Ter> full discasaion of 
tfus particular matter Realising that at tlus point 
«o hare completed the assistance trhick jou I sto 
given ua on tho scheme for a gold standard and a 
gold currency as it has been submitted to you Una 
IS the moment to ask yon any questions nhich are 
still outstanding upon that scheme and which perhaps 
you will allon us to submit for jour consideration 

lo397 (Sir RuraAefamihij Tfioliird it ) Do the 
remarks winch you hai e made apply to t^old standard 
Without gold currency or to gold Btsndtrd with gold 
currency’ — I should say they apply spccificaUy to 
tho plan as submitted, which lontemi tated ultimaleW 
a gold currency 

15 39^ ^\ould they apply at all to gold stanlard 
Without gold curreucj iramedntelv?— Tliey wouU 
need to bo modified 

15,399 (Chairman ) If we are going into that in 
detail we should perhaps hire to see which remarks 
apply to each of those headings, and go into it r-ither 
more jn delaij? — J thought >i m.sj best to direct 11 k> 
summary to the specific plan and questionnaire 
although It may not be quite applicable to the Mate 
of mind which may now eiist amongst the members 
of the Commission — of which state I am not adrised 
Perhaps the aiili«equent di<etiesion which we tha'l 
hare may bring that out 

15100 (CAairmow } The summary nhich you hare 
}uit given will have a most relevant nod compreben 
stv« bearing on one of the meet important matters 
which IS before us 

16,401 (Sir DadalAoy) You referred to 

lie totiul injustice which would be caused to the 
people of India by their etorei of value— eiher— 
depreciating Suppose that contingescv t«ik place 
could not the injustice be raitig-ited by the purchase 
of silrer at gold price’— I would rather a sime that 
tho easier waj out iiBiild bo bv pursuing somo* 
whet tlie course which I as been pursued in the 
United Stetes in regard to our silver circulation and 
other circulation of what I might describe as fiat 
tnonev ^e I avo grown up to it and absorbed it in 
Our circulation without ary lost to the population 
which otherwise ought hare occurred We here 
ID eirculstion to-day in the United States oser 700 
inillicn dollars of national bank notes which are 
secured by Government Bonds W* h»so m circula- 
tion about SOQ milhou dollan of siiier certificates 
with siliei dollars m store behind them where tho 
Silver 18 worth but a fraction of the legal teodev 
value of the sifver cerfiflcntc* and we ilo bare jn 
circulation aiC million dolhrs of green bocks which 
Were anginally lasiied without anv value behind the i 
except the promise of the Government thecrinmerre 
and business ard pojiulstion of the 'onntrv hav 
grown up to a point where that is relainel in citcols- 
tion without imposing anj deprectition k» a npon 
tho }>cople of tho country 

15 402 Would TO I care to give us a httle mor* in 
formation about the Import diitv on silver which you 
mentionedP ion sfatod that it would bare fbe 
effect of raising motcrnllv the domestic price of 
of siher Your remarks do not nppiv of course il 
tho r-oTCniment of India want to impose an impori 
diitv on silver for reienne purposes’— 4s io the first 
part of lonr question I am nfrnid I will need to 
modify that The effort to raise the domestic price 
hy the imposition of an import dutv I pcrsoiii!’» 
hclicie would fail If it did fail in maints ning the 
domestic pru-e it would fail at a time of some bu«i 
ness adversitv when a surplus of silver was offered 
for sale, and when in fact the hardship upon the 
Indian people would be the gravest but assuming for 
the purpose of argument that it was sucre sfnlinnuiin 
taming the domestic price aboie the foreign pne* t 
would seem then to put the Government of India 
in a position of eneuring a price for silver almon for 
nil time because at the completion of fbi* pI" *hcy 
wo lid have sold nearly 700 million ounces stiver 
to the Indian people possibly at a price that was 
double the world price -Whatever might ht> tho 
purpose of the imposition of s tti-i.f m awratwjwiiff 


tha domestic price, so long as tis consequenca is at 
I tavo described, the imposition of the import duty 
under any gu ee of purpose would hardly be justified 
15,403 In case the import duty fails there is still 
wnoiher weapon in the hands of Government, is tbero 
nob~-complete prohibition of the import of silver, 
which would servo the purposo desired would it not 
bj raising tha pneo of silver in India’— I would 
snppose that for a period at least— that is for 10 
or I2 years or longer — there would be competition 
for the sale of silier at times between tfio Govern 
■Mtit and the Indian people wbo were forced to seQ 
their siher hy adiersity and that the consequence 
even of a complete prohibition of the import of silver 
“tsht not protect the Indian people against a sharp 
decline in the value of silver We liave had somo 
csperienco id tbs United SUtes m an attempt to 
peg the price of silver by unlimited and then by 
limited purchases of silver, which proved to bo 
disastroua la the end, as you know 
15,404 Of the two alternatives — the imposition of 
an import doty and the prohibition of import — 
which would tho United States prefer? — I do not 
knoiv that it would make very much difference to 
us sihick method was employed for that purpose 
The point of our remarks on the subject of thy 
import dutv has been rather to emphasise th" 
possibility of a great injustice to the Indian people 
15 405 In case it is decided to impose an import 
duty in ease tbs price of silver depreciates, iti 
)our opinion. At what particular level of price could 
that duty be safely imposed ’—I | ave no idea wliat 
over, (he URcertsioties of productio/i of siiier at» 
ao great For instance, any cocsiderable advance 
in the price of copper acd lead — which is far from 
being an unlikely thing to happen— would auto 
msiically bring into existence a vast production if 
silver beiond even the moaimum production of former 
rears without any new discoveries of silver tuiues, 
nod in the event of the enforced sale of a Iver in 
world markets— by product silver— as the result of 
an enlarged demand for copper and lend 1 should 
suppose that tho Indian Coveroment would be coi 
frooted with eery great diAculCiee in ndiutfing from 
time to tine the specific level at which the tariff 
should be fixed in order to exclude from India the 
importation of silver of depreciating value 
IS 406 kou are aware tbnt, a few years ago we 
had tn India for a brief period an import duty on 
Sliver Could you tell me if that duty affected the 
United Stoics in any woy*— I am sorry not to bo 
whle to answer that question Possibly Dr Spnguo 
or Dr Hollander may be able to do So 
la 407 (CAoirmaii ) kou mean if it had any effect 
on the silver interests in the United States’ 

15 403 {5«v a/iiaeclji Dadabhoj I Tea (Dr 
^pvopue ) Do you refer to tho period of the l\or’ 
15.409 If my memory serves me correctly we had 
an import duty on silver at two different periods 
One of them was during the narS— I do cot think 
thot that imjart duty had any apprecialle effect 
lecanso the otier imports of India were being mad 
uDd»r great ‘difficulties and restrictions with the 
consequent intense demand dircited towards silver 
in India It seems to mo that that dutv was in the 
naturn of a revenue duty distinctly and it pro- 
samahlj made it necessary for the purchasers ot 
s her to pav » bit more for it but their deraan I 
was sach that apparently they took off all th" 
available supplies and a special sni piv had to be 
created through the temporary withdrawal from 
iircnlation of «ili r certificates in the United States 

I am unable to see therefore any reason for 

Buppoting that anv larger quantity of silver con! 1 
possibly have been ocqnired by the Indian people 
had there been no duty It aatiirallv follows 
tlierefore that Ihev must have paid for the silver 
which they did secure the rnarket price lliis the 
date I do not believe that It had any concrete 
reaituisw epon prr-dnrcrf jn tie rniln) 
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Ij.llO \Te joii in a jKBitlon to fctftte tlia fajtnl 
csporU of silver duniig tliat period to liidiof — The 
exiiorts could not liaie been greater tlian tLey eicro 

15.411 In tlie p'eviousyeaiB*'— In the years dnfliig 
the War which are now in question 

15.412 (C^airinnn ) That hriugs U4 to the elose 
of the questions upon which you hare been Lind 
enough to come here and assist us There ste other 
lery important aspects of this situation which >ro 
of great inlereit to us and on which you hare the 
Tight to express an opinion /ram your unique esperi 
ence 1 refer in particular to all those Eroups of 
ptobtema winch surround tlie question of a rentral 
haofc, I wonder whether we might take adraniage 
of lonr presence, without unduly uspoeiwg upon 
your time or energy, to ask you whether you would 
assist us with any general advice upon the topic 
of a central hank arid as regaida vta fundamental 
principles Without entering into any mattera 
reqniring niecial knowledge about India, there must 
be poinU which eioerBe Irani the general ptinciplea 
of ecnlrat banking which are applicable to those 
feature/ of Indian conditions which are remmon 
knowledge to all of os Would it be possible for 
us to invite vou to take that farther sup*— 
itconp ) 1 am very glad to do so, Ml Chaiiman In 
fact in my opening statement I took the oppor 
tunity of expresnag the hope that the discussion 
would lake this turn I am sure you wiU tealite, 
however, that in diseossing that particular phase of 
your inquire 1 feel 1 tn rentunng upon ground 
whete poviibly I do not feet quite as sure of inv 
footing as I have felt in diicuasing the qoestions 
rai^ by the Qucitionnairo whicl! were the snbjcci 
of some particular preliminary preparation 

IS 411 1 hope you end your calleagnee will bo rery 
elern with ns end refuse to be enticed n etep fuclber 
than rou desire to gof— I fesr tbst before my stat^ 
ment is condoded you will think that 1 am eenlnr 
ing with a good deal of holdnoss into the discnesion 
of Indian mattera wish which I am not particularly 
familiar On that account may I be pmoitted, in 
going over the recoril of this part of the beanog 
pontibli So indulge iR something more than mere 
textual chaotes and if it appears desirable to do ea, 
to eliminate some of the stat^ents if it appears that 
1 nm ventiiTiDg on ice that is too thin 
15 414 If vou pteiief—In ocmsidering in general 
the suljcit of banking in India J would hko to 
dewitiUe dvst my feeling shout, the g,e»val pv\nevpVis 
vhicli apph to the rcoTgsoi<ation of banking as 
distinguished from purely monetary problems I 
Bould liken It if jMU please first to the eonstructHm 
of ft foiiiid-ilion for o super (trurturo, and the 
foundation for a central banking srstem in India, 
to my mind most he carefully introduced among 
and interwoven with the existing hanking prartKes^ 
the existing rusloms of hnslneM the existing cnetfaode 
of Government in rnanaging its fiscal ilTsirs and tbo 
existing business tbnl India cnndncU, but that ft 
should not )>e applied as was d me to a ronnderablo 
extent in America as a sort of forced rendiostment 
of met! Otis If tbis foundation upon which the 
»iil>cr «(nirturo of o great bloV of iMOo M to ho 
evecled in India is not n aecHTe one if the ronrreto 
in other words has not had tune fo iwt, ami tbo 
completed siirer-etnictore is bmlt upon that 
foundstiin tie super-structure a htble to weaken 
settle arui potijhly rrsek and fall That la pocoharly 
iiu|« rtint \n the vonstrwetion of ft plan for « central 
hank f.eiansa tl«, operations of the pdl standard 
arc lo bo rotiOueled verr largeir b» the machtnere 
ihsi must l>e instaiW within that anper-stmeture 
I am propovina to discuss in stagoi a scrim of rather 
looseU ceUted features of a bank plan for Indix 
I am careful to urge that too shonh] not consider 
Ihat 1 am eubmitlinK a plan or sBTtluBg like a 
con— iletcd plan They are roerclT coBUnents upon 
certain feitnrcs ami corxlilions peculiar to India 
an.l a ceotrsl banking pvartwo ibsV I btliere it ma* 


be desirable to study 1 nm sure that you mil not 
gaiis the impression from whnt 1 any that llie 
auggestions involve any cnticism ^ the cooree of 
India m tliese matters m the past You certainly 
canAot beliero that when 1 remind you of the fact 
that It was only 12 years ago that the Caited States 
ondertooV to do cxoctty what India is now under- 
taking to do and inde^ with ns after £0 years of 
father bvocb extreme d-sorder in hanking and 
monetary matters than probably any nation has 
cxperieoccd I think at this point, partly in order 
to save my voice, I would like to ask Prof Sprague 
or Prof Hollander, OS they prefer, to nuke a little 
statement tn regxrd to experiences which we euSered 
tn 1893 and 1907 and whuh may be considered os 
BDalogans in some respects to the experiences id 
India, and to tbo infinence that they had upoo the 
study of a banking plan for America, the appoint- 
ment of the Aldrich Monetary Cooimissioo, and 
finally, Ibe adoptiDvi of tho Glassdkwen Bill? — fDr 
Hnffoaifer) I think I shall defer to Prof Sprague, 
and will ^ glad to repair anr gaps that be may 
leave 

1141K {Dr ?pr/i5ue 1 That IS rxther a large order* 
but there is, I tbink in ynur experience a rather in 
teresting analogy in the Ynited States of this 
character Thu is one of n senes of Roval CSam- 
misttoDs which hare been renceroed with Indian 
currewev and TSotielsTy matters I think it n rather 
sinking that theve sncce*<ire Committiens ap to 
tha present one, at any rate have given cofnpara 
tivelv little attention to banking mattera Oorertwe 
Slrooi spoke of the disorders which had marked our 
pimmial course id the Pnited Skates 1! one loeki 
into our biston one finds that publis attention 
Ihreughoot many decades concerned Kself ainost 
entiiety with the an-anag or the preposing of 
monetary rhanges After the rnsis of 1873 for 

example, there was much dtscuuion of the un 
fortunate situation in which we found onrselees, nnd 
Its canses, acd public opinioa settled down to the 
belief ibat the mam cause of difficulty was m the 
isreen back issne Tlicre seems to have l^co a geasral 
consensus of opinion that if we ronid strengthen the 
sitnalioR as regards the gceen-backx and make them 
conierlible and resume s|>ecie payments we would 
hare mrrerted or removed the mam cause of our 
troubles Again, in 1^93 we were id somewhal 
auniiar difficulties, and public attention was con 
cewtrated wpfta the rvdwwdawey af the mneTiey 
occftsioned in large part by the monetary purchasea 
of silver by the Government duriog the prcrioos 
13 years That cause of trouble was removed and the 
public seemed to be pretty well convinced that now 
we could go forward with no further repetition cf 
such difficulties as we had from time to time 
ecpericnced in the past There was a hit of dis- 
CHawon regarding the dextrabililj of having a move 
elastic bank note issue, but interest in that matter 
soon faded, and for a lime we gave no further atlen 
tion to monetary and correucy problems In 1907 
came another cruu not in manv respects very dif- 
ferent from tboso which we had experienced in earlier 
decades It happened that there were not con- 
spicuous monetary causes lo which tbo trouble could 
be attributed Be had been receiviog a very con 
siderable qnanfilv of gold during the prerioua 10 
years nod prices had advanced somewbat There 
was no reoson to think that any chance in our 
mOTirtavy arringcmcnU would have enabled us to 
ourselves 

in Perfor^ wo were driven to perceive that 

defats in oor banking svstein were present and 
were in that particular the act ef the tronbles and 
a bit of analysis tliowed that those defecU had been 
aifliilary present m 1S93 and 1873, and sudeed 
pearlier occasion, but .t bad not been clearly 
iwopiiscd kweauso the, »*„ complicated with con 
apiruou. monetarr difficulties Following the etisu 
■lary Cfemrai-ion was appointed which 
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undertook detailed atudies of our own curraDcy and 
hanking cij enenco togetlier with detailed atndies of 
banking organisatioQ and praotice in other parts of 
tbe world 4fter some three jeari of investigation 
which included the publication of 30 or 40 Tolniues 
on currenof and banking mattera, this nionetar; com 
mission prepared a Bill for a central bank a Bill 
which we know in America as the AJdnch BjU That 
Bill brought forward in 1911 was the subject of wide- 
spread discussion and criticism It was modified 
somewhat, but it was not passed through Congress 
la 1913, there haring been a chaago in tha admiatr 
tration, under new auspices the attempt to aecore 
banking legislation was resumed Much use was 
made of the itivestigalions of the Monetarj Commts 
tion, and the so-called Aldrich Bill was, in partKnlar 
on Its technical banking side, much used in framing 
the new Measure which esme to be known as the 
CIas3-0wen Bill, and which as it was Cnall; passed, 
IS now known as the Federal Eeserra Act I think 
our experience raises the presumption that in the 
case of India ;ou will not reach the desired haven 
b; a consideration of banking, currency and 
exchange matters alone, but you will find that they 
are inextricably interworen in with banking derelop 
ment organisation, and practice, and possibly our 
cvpenence may suggest the rather unpleitsaat con 
xe<incnce that a number of years' work nay he ahead 
of this roRiTnissioQ 

lo 410 j/r Strony (i) The point that 1 would like 
to mako, using this statement br war of analogy, u 
lliat tfae study of monetary reform in America 
extended over a period actually el six years id the 
effort made inm^iateiy prior to the estabUshmcnl 
of the Federal Beserre Baak It resulted lo so 
change in the existing currency in America, it added 
a new form of elastic currency and resulted la the 
extabliahmcnt of a hank of issue It convinced us 
conclusively that the dilbcolty with our monetary 
system was the absence of a baek of issue to bold the 
hank reseries of the roantry, to issue an elastic 
currency, and to conduct the fiscal operations of the 
Treasury Bo that our jnoaetary reform was reallv 
express^ in bank re-organisatioa 

(ii) Therefore if I mav niako these remarks be way 
of suggestion, it seems to us that the first stage of 
derelopmeat should he a study of those banking and 
business conditions in India which will lay the 
(oaudation for the erectioa of this super-atructure of 
a ta-ntral bank of i«*iie Those studies it seems to ua 
si o«ld extend epeeificaJJy into the busjBeaa that India 
does, which is largely agricultural and largely con 
fined to four or fire major crops which produce a 
large export balance Next there should be a rare- 
tul study of the existing practices jn banking and in 
monoyleitdiQg iti India and their growth if you 
I lease, by adaptation to the needs of India so that 
when this bank is created it may lend itself to sene 
the Indian People through adaptation to existing 
banking habits and practices Next, tbero would bv 
a particolM' study of tbs habits and usages of the 
jieople of India and the outstanding fact which die- 
tinguiOex InJia from anr other country in its soiial 
customs, 15 the habit of accumulating sanDgs in 
precions metals Then again, what is suggested bv 
the literature with which we are all familiar abont 
Indian affnirs, is a better understandiug of the peaks 
and troughs of credit occasioned partly by the 
seasonal cbaraiter of the business of India, partlv 
bv the operations of the financial department of the 
Gorernment of India itself, and especially concern 
ing tho«o periods of strain and relaxation which arire 
through the need for periodical or aeasonal externa] 
and internal pavroents exchange pavmenla of a 
targe volume 

(ill ) I might illustrate what I hare in mind at 
this point by teferenco to 'Ir Denning's report 
which showed among other thing* the great fluctna. 
tions in the volume of the Coverainenl balaneea sn 
the Imperial Bank of India, rnniang at times aa I 
recollect, as high as 40 crores, and then sigain run 


mg down in a later period as low as, possibly, eight 
rrorea In like fashion one would refer to the need 
far periodical heavy remittances to Loudon I am 
not familiar enough with all the conditions trbicb 
affect the rates of interest in India but after Id 
years of reasonable tranquility in money rates in 
the United States, my consideration of iho situation 
ID India leads me at once to recall the conditions 
that existed in the United States in the crop moving 
periods where call money rates in New \ork, due 
to the enormons transfer of currency which wai 
required to the interior .ometimes Rent up 2i 
per cent and even o6 per cent higher it the 
crop moving period I notice that tho rate of the 
Imperial Bank of India for the Tear 1931 192: 
started as I recollect, in the season of strain at as 
high as 9 per cent It was reduced in i penod of a 
few (Dontlis to as low as 4 per eent and then again 
in a few months, as tho season of strain approached 
again. It tdraoced to 7 per cent I cannot believe 
that that u a wholesome condition under which 
business should be conducted m India Later on I 
will be glad to describe how the operation of tha 
beJeraf Reserve sysfom is able to introduce com 
pensaiiog influences against these large movements 
to smooth out tho curves, of peaks and troughs of 
demand, and consequently, tho iigh and lew pojsti 
of interest rates Of cnoree tlie tleicloiuoent of u 
central bask, or, as with us a system of central 
banks, IS hardly possibla is a country whero a fairlv 
well-orgacised money market does not exist I think 
it IS not bevond reason to suggest that were it oat 
for tho influences of tbo wav, which brought into 
play in such large volume the credit res ercea of the 
Federal Beserve Barks we would have had dilficuUv 
even up to the present time offer 19 years or mere 
in daeeloping the kind of organised money market 
in Kew Tork which would permit the Federal 
Iteserre Bank to function as it ehnuld in a money 
market doe to a variety of reasons which I iheutf 
also be glad to describe Isler on As it happens 
t»day the bank rite of the Federal Beserve Bank 
ID Kew lork functioni in a fsirly wellnirganised 
tnonev markeC— but itiU not what it shoiil I bi^and 
functione tdniirahly It u effective at times whei 
restraint is required, and it need not he a ree'ratn 
me influence at thoto timea when an expansion of 
credit IS required — I mean the normal necessary 
seasonat expansion of credit 
(it ) One of the elements in the development of 
the money market necs-wsrilv is the instrumenta 
(hat are dealt in there I refer especially lo all 
forms of negotiable instruments which are used in 
connection with short time business transactions 
and particnlirlv the snl.' of *. ini* nnJ es[ esiallv the 
bast tvpe of iBStrumeat that it the bill of 
exchmge ami poesiblv with hank nameii I under 
stand that there is a stamp tax on certain tvpes of 
bilb and negotiable instruments in India It'e had 
a Stamp Tax on bills — that i< acceptes] bills and 
notes— during t)i« recent war which is not a iitua* 
form of taxation la America IVe found that it 
interfered very greatly with tho operation of the 
Federal Beserve Bink The Tax was bearv enough 

of our rales It certainly hsd the effect of restrict- 
ing the derelopment and use of the type of paper 
span which a monev market must depend for iti 
funstioRine Without any desire to ntrude news 
ahnnt what la or u not a wi«* method of taxation ic 
India it has oeetned to os tha* a Stamp Tax on tha 
typo of piper which is used for financing business 
transactions in Ind a is possiblv quite a mistake 
and miv lead to a development that wnl impede the 
functioning of a bank of issuo The same thing 
applies to the <fere!»pment of the of iJopotiC 

and ebeque banking f believe there is e ^tamp Tax 
on cheques in India VTo had a S amp Tax on 
cheques at tbo tiruo of tbo war with Spam It was 
absnioned It was found to Le an uusatisfactorv 
svsfraint upon (bo use of cheques and npoa economy 
in tbo use of currency Tbo Stamp Tax on bil’s and 
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of all borrowing mlions that jssiim of securities liad 
first been miJe bv our new railroails pasable in 
foreign currency such ns sterling geldera and francs 
The attention of investors throughout the world was 
gradinlh directed to the faiournhle opportunitv to 
make money in American iniestments and in course 
of time the 1 abit of issuing securities by American 
corporations in foreign currencies was gradually 
abandoned, and most of tho security issues, oven for 
sale in foreign countries, took tlio form of dollir 

(i ui) I am frank to say that the need in tho early 
davs for the issuo of securities payable m foreign 
currencies to satisfy tho demands of foreign invwl- 
ors largelv grew out of the fart that thev had no eon 
fidence in what the value of the American enirency 
would bo when theve obligations fell due becauaa we 
were not on a sufficiently definite standard of value 
to make them certain that they would get back as 
much money as thev had loaneil The influence ^ 
international markets for American secnrities on the 
adjustment of eschangea haa been marked for many 
years before the war where we had what was known 
ns the Arbitrage market where trade was conducted 
in New York and London almost simnltanconsly, and 
where securities flowed backwards and forwards with 
the greatest ease according to the level of interewl 
rates in the two marketl 
(is) Posiibly I have enlarged on this toe much , 
but I think we have all agr^ among oorselvea in 
diecuuing this that it is a rather important 
development to the nice functioning of a bank of 
issue and to the adjustoienls o( foreign demands 
(a) So far the diacuasion has confined itself to the 
•sisting hnbita and prartices in India in the hope 
(hat It mnv he saggestjre of shaping dcvelopTnents 
in the future which will by the foundation for the 
establ shnient of a bank of issue 

(xi) Now w 0 come to tho organ.«at.on of t^ bank 
of issue itaelf I almtild say that coneorrenOy with 
the development of any plan along the linw O' ‘‘Dn* 
this foundation for tlie bank of issue should be a 
careful study of the exact chararter of the ba^ i^If 
and the functions that it should perform The fiW 
decision wliicli oatnrallv moat be made woold Iw 
ntwrding to the weight of evidence 
hank of issue shouhl cwnsist of iho existing 
Bank with added functions or whether it should be 
broughb into existence by effecting a eeparation of 
tho Imperial Bank sat into two banks transfernitg 
to one bank thoso functions which properly beloog to 
the bank of issue, and leaving tie remsioing com 
mercial businees with tho Imperial Bank or a. a 
third choice not to make any change in the cbarKler 
of the Imponal Bank, but to creato a new baok ol 

(xiil 1 propo«o to dieeuss that in a btlle mcr« 
deUd later, the point being however, at 
of the discussion to emphasise that the 
aludv of the typo of bank of issue is ooncuvronlly with 
the examination and decision of what methods etonW 
he applied to the existing hank practicM in 
so that they mav be shaped in the directj^ the 
creation of a satisfaclonlv functioning ban* iv 
should rot take verv long I should sirpp^ ^ 
took SIX vears you may be able to reduce the tiw 
to a much shorter period before the lime arrives to 
open tho bant of issue That W BO more then a 
guess TTo took too long 

(xui) n seems to me that upon the “ * 

bank of issue the first important 
effected by tho complete transfer of rte note “W 
and of the reserves to the new bank «t «"« 

to effecting the transfer of the Government 
will be encountered 


deposits, difficult! 


correct Ine if I am not right in "> V"?”’'”*“’l”TUnfc 
tho depoaits of tl e Oovernment in tho Imperial BmK 
vary from a minimum of say 9 croros to a maximum 
of as high as 40 crores Sow the sudden transfer ot 


the balance which n . 

Iniiwrial Bank to the bank of n 


volves tile transfer of a corresponding amount of tho 
Bssetd of the Imperial Bank which it seems to me 
can bo accomplished better bv doing it gradually 
and it also seems that one must at the very outset 
adopt one of two methods in doing so Either some 
part of tho oommorciaJ business of the Imperial Bant 
wonM need to be permanently transferred to the 
bank of issoe — that is the transferring of a certain 
number of the acceunts of borrowing customere^^r 
eUe at the very outset tbe Imperial Bank must he 
» rerv large borrower from the new bank of issue 
It would have to discount enough paper with the bank 
of issue to offset the entire amoniit of Government 
deposits which were transferred 

(iiv ) Wilh regard to largo transfers of that 
character— we have had some experience at home 
with them in connection with tbe establishment of 
tho federal reserve svstem — it is our feeling that it 
nec>ds to be done with the greatest passible care in 
order to avoid disturbance The analogy in American 
prscfice with the operations of the Government 
account in the Imperial Bank mav possiblv be inter 
eating and it is this After the disoontinuance of 
the second hank of the United States in I93o we 
established what was known as tho independent 
treasury svstrm By the practice which then grew 
up all the revenues of the United States were 
actoally paid in in cash into tho Treasury or into 
tub Treasuries Tlie Trensurv nercr tasned money 
and coBseijuently the strain npoii the money markets 
of these periodical snd very heavy acrumuliliona 
in the Treasiry ctpecially when they were aiirplu* 
revenues became a very serious matter A compen 
sating infioenco which was attempted was to have 
tbe Trtasury depositing tho aiirplus funds in the 
national banks ^e« there had grown up before 
the Federoi Beserre Act was paa>ed something oier 
9 000 national banks and I need hardly describe 
to you in detail the difficulty of keeping satisfied 
aorae 9 000 banka all infiuenoed by the desire to 
msl e money manv of them inllDcnced hv special 
Seasonal demands that made these Covernment de- 
poails of very groat value to them and almost e 
neceosilv I am frnnk to lay that it was an unor 
ganived and rather divordorly method At times the 
Treasury in onler to relievo tho atram on the mnnev 
market has anticipated the payment of the interest 
on the Government debt for ae long a period as six 
months or a rear They did that as I recollect, in 
tbe uo s and I think once subsequent to that Tho 
operation of the Government account with the Ira 
penal Bank of India might have that same effect 
I am not aware so for es details are concerned, of 
what luethods are available to the Imperial Bank 
to offset the arcumulation of Oovernment revenues 
I will deecnhe if vnu care to have me what we do 
at bomo now that the federal reserve hanks hold 
the Goiercment accounts The great balk of the 
taxes tho income taxes are pavablo four times a 

Atarcb June Repteniher and December 

After a good deal of adjustment the short mitnnng 
debt of the United States has been arranged to 
mature on those dates so that m a measure tho 
eollectton of the revenues on the quarter days 
aynchronisM with the matiintv of the short debt But 
even there a very nue adjustment for the benefit 
of the money market becomes neceesary VThen 
the Government makes a new issne of eecnritios 
which It nsnally does on the=e same dates, they arc 
sold by tho reserve banks through the inembei 
banks Pavmeat for securities issued is made to 
the member banks and placed at the credit of the 
federal reserve banks on the books of tbe member 
basks Tho federal reserve bank has security foi 
tho deposit in its hsndi Tbst effects no disturbsnou 
in tho money market because it u eimplv a transfei 
of deposit from one depositor to another When 
however tho funds have to ho withdrawn from all 
of tbe depository banks and assembled id the federal 
tes^rre bank in order to meet Government duburso 
Bents there comes a period penerallv of not over a 
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«hen n lire* sum of money is ialen 

out of the money market, aoU at tlioso tiroes 
the Teflcrat Reserve Bank- ol Ne« York 
makes large advances to the Treiaurj, sometirnes as 
much as SOO.OOO 000 dollars so as to hridgc the period 
of transfer of Gcrernmeot fonds That, on the other 
hand, has the effect of putting a largo anonot of 
credit hick into the market because the cheqnee 
in transit have not been pmented and paid into tbo 
reserve hank To offset this flood td money 'ahicls 
comes into the market on the quarter dav from the 
reserve banks ire make temporary isles of secnnlies 
to the market and " mop up ” tho surplus aa the 
expression is in London, snd that advance m 
ptadunUy repaid as these transfers are effected This 
IS a detail of administration vhicb may not he 
^ireetlj apiUcahle to conditions in India, and vt 
pperates only for a sliort time, hut it haa been 
suggested to mv mind in reading the reporta that 
something of that sort might bo capable of dere* 
lopment in India 

{xvl In addiiiou to the transfer of the Gocerornent 
deposit to the hank of issue which it seems to rue 
nonld require conaidcrahlo study, there tomes the 
additional question of what kind of depoait shall bo 
held h> the hank ol issue In the Lnited Btatea 
onr deposits consist wholly of funds of the Treasury 
and the reserves of the member baobs TTe do no 
prirnte commercial business at alt The deiosits of 
the member banka are fixed percentages of their own 
depoait Uthditie* So that at to any analogy beteeeo 
cuuditiona in the Rnited Stales and conditions in 
India grent care would need to he exercised in advivt- 
ing anything like oar federal reserve systeni to Indian 
renditions beemse you hare not got the fixed reserve 
requirements of Uw that we have m our bankiBg 
sfsteffl in America Among the deposits which voold 
naturally he considered ns a possible basis of the 
deposit business of a hank of issue would he these of 
the exchange banke— the reserre of the exehsnge 
banks for one groop It seems to me that any 
arrangetnent for cttahlMliiog a relationship between 
a bank of issue and the exchange basks should be 
designed to that it will lend itself especially to the 
ilevrtopmcnt of the money market to wli<*h 1 haie 
referred in India It may be that some laterectiog 
anakigie* might he discovered by a Study of the re^ 
Utions that exist now between the Tokohnaia Specie 
Itank nf Japan and tbs Imperial Bank of Japan At 
least tha is one clsin of deposits that it teems to 
me requires consideration Another class would be 
the reserves of the incorporated banks of India 
including the Imperial Bank It may h« well here 
to recall the experience tliat Japan had in eelabUsh 
log their hankiog system In about 1812 after au 
exhaustive study of Enropean hanks by » Com 
mission un let Piinre Tto tl ev adopted tbo Aewticau 
nntmnat hanking leetcm I think it is a fair su-mi>e 
at least to bcluve that those very em neat J»| nnwo 
students and economists were led to do so by two 
circumstances one the fsrt that the American 
national banking svsiem seemed in a very abort time 
to hoio achieved great success, and the other is 
that It jwt happened that their visit to Furope 
coincided with the period when the great Cnglish 
economist Mr tVsIter Bagehot was urging npen 
the attention of the British people the seed for 
independent banking reserves At any rate the 
Japanese people adopted the American natmnal 
hanking sistem It took them only ten vears to 
discorer the defects of the system whereas st lenk 
at nearlv fifty yvar* In 1W2 th«v abmudoned it 
and bv Imperial decree established the Impena! Bank 
ol Japan I may sav that according to my rccolleo' 
tion within a year as a result partly of a foreiicn 
loan lie depreciation of the currency inheritef frran 
the ghngon regime disappeared in Japan Their 
expencniv with monetary difficulties corre ponded 
to our own They found that what they Deeded was 
not a d fferenl kind of money so much as a bmk 


(XTi> The third dais of deposits and one which I 
am not capable of cooiincntiiiB upon particularly, is 
the reserve* of the Indian vo-cpc-rative hanks and the 
pnrato monevletiders — Hat i* the Shroffs and the 
kfarwans and those who trade directly through the 
widespread fistem of tnoncslending which is a 
feature among the Indian people The only 
ecnphosit that I can put on that class of deposits is 
that thev have such an important function to perform 
in llio cfrdit operations of the Indian people that 
consideration seems to me most necessarily he pven 
to aonio relationship hetween the bank of issue and 
that dess of moneylenders if it can be found possible 
to create it I ationhl also sav in connection with the 
creation of a bank of issne that it teems to me that 
the greatest rare must be exercised, both in the 
charaeter of the change and in the rapidity With 
which It IS brought about so as not to work injury 
to the Imperial Bank, which occupies so important 
a position in the banking of the people of India 
themselves This largely is n problem of transfer ol 
rescriee 1 think it is a fact that no feature of the 
e*tabti<hinent of the federal reserve banks was studied 
with Kccatcr care than this oparation of the reserve 
liansL rs os there was such powilulitv of doinq injurv 
I y too hasiy or too ill-considered transactions In 
fact the transfer* were sjrcsd over a considerable* 
period, and the machinery of the reserve banks was 
set up so that thev could fuoction st cnee in taking 
care of anv difficulties that arose lo ponaectian with 
the transfer 

(x'H) Prol ihlv the most diSleiill decisioD that 
n ust be mvle m tl v estvbl>4htn®iit of n reserve bank 
•f as I nppn heml one of the functions of n new link 
of issue will be to ttiinlain the banking reaarvo of 
the natiOQ si it should and I tbink, must do, u to 
decide whether there slioiild bo statutory reKrros 
required la order to establish contact with the bank 
of iGsno— that is tbe kniericnB avstera of course— 
orwl ether, as an nltcrnolive it wouH fe satufiictcirv 
to permit of a gradual developmeat of this relation 
ship (he lima at hot taken place m England between 
Bniish banks sad hankers with the Bank of England 
fn other words, thcro are two methods ol approach, 
on* 18 to require a tnioimum legal reserve and tho 
other M l» exact a stasdard of credit by means of 
sn orrangement between the depositor snd the bank 
of issue. I fbinfc possibly our own opinion runs 
rather strongly against avoiding tho unexpected and 
possibly radical ehsngei that would be required in 
ludiao banking by the introduction of any eystem 
of ‘'statiilory reserves ’ Every member hank in 
the Federal Reserve systera of which there are RV 000 
as Tou know IS required bv law to mamUin with ox 
a reserve of a given percentage of its deposit 
liabilities and it must not fall below that If il 
doea fall below that (they are permitted to use it, 
that is to draw on their reserve account) they are 
charged a penaltv of 2 per cent abovo our discount 
rate for doing so so that it M very expeneive far 
them to draw down their reserve balance RTien the 
reserves become impaired of course thev immediately 
come to os and borrow I think it ako should bo 
considered in connection with the required reservo 
that thero vre otier developn ents wl ich would 
nneseapalW follow wl wh rhcoild he explored One 
IS that if the incorporated banks of India and tbo 
private money lenders are required bv bw to keep 
a oiinimuDi rwerve with tho bank of issne it would 
aeem then that thev would be entitled as * matter 
of ngbt to borrow from the bank of tssue and that 
thie could not be escaped If they are entitled as 
a matterof right to borrow from the bank of iss«» 
tha bank of issue might be required to make bad 
tonus and I do not know of anv bank that tcniia 
survive a statutory requirement thit it sho ild male 
hod Iwirts Then again the requirement of a mini 
mum reserve of that character by law implies almost 
mevitaWy incorporation that is to sav standani 
methods of accounting and reporting It brings in 
ita train the need for examination such as we have 
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(leTeli.ii>eJ so extcnsivelT in America Practicallf 
erery incorporated bank in the United States i» 
examined by either Fedetal or State authority anl 
the Federal Keserie Banks bare themselves the right 
to send exaniinera nnd cnmiiie everv member bank 
at anv time they want to— any one o( them Thei 
are required to make regnlar reports and in fact 
the amonnt of creiUt inforruatiOD that ire have about 
our member banks would surprise almost any banker 
out'uli. tho United States 

(sviii) Then there is another impoctaat eonsufera 
tion tlniost from the beginning of modern bank 
ing if it can bo cnlled modern in the United Slatai 
we have had statutory requirements for minimnni 
reserves— for national banks eter since they were 
created, and for the great majority of the bank;> 
incorporated under the State law So that it was 
no new idea, and it invohed no great innovation 
W hen the Federal Reserve Dank was eslabhsbed it 
was ft very simple matter indeed to effect by simplo 
percentage arrangements the necessary transfers to 
tlie Reserve Banks of some portion, and finally, after 
1919 of all tho reserves 

(xiz) I am conscious of the fact that tho pro 
gramme, as I have described it hy stages might have 
left the impression that the execution of a plan for 
any central bank in India might involve a long 
period of activitv by this Ctommission I do not 
mean to imply that IVhat I shoold like to emphasise 
as to the progress in the adoption of tho plan nat 
tlie present need of making haste slowly in its intro 
duction into India Doubtless the eontinualioo of 
the Btndiea which might he required, sock as tEk^ 
that I have veiv roughly indieited as appealing to 
us, could ftVl he conducted by areangements effected 
by the Commissiou for more detailed study in India 
However that might be the construction of the plan 
if we use tho analogy of onr own method *t home 
would follow after the work of a Commission which 
laid out the plan finally espre 'eJ in a law deveWped 
by its Cbngress for the creation of the bank Then 
the period of actual development of the plan nonW 
fellow naturally by gradual stages so as to avwil any 
sudden or radical change la the conduct of bonking 
and currency matters in India 

(ixl ks to the progress and development of «*• 
bank, once it is establislied, nalur»tl« the first 
question which arises » as to the convertibility o 
the rupee My own belief is. and I think this wiU 
be developed Uter in the talk, that at the ont«t 
dice the bank lakes over the note issue nod the 
reserves eomertibility sJiould be substantially by the 
methods’ now emplojid by the Indian Covernmenl 
One sliould not impose upon the bank a^ radicrf 
change of method at the very outset The stage 
bejond that would be, possible at once the 
meiit of relations by the bank of issue or lo such n 
wav as might be decided m other gold alaodartl 
countries Wliatever form that might take, my sng 
gestion would be that it would include » plan fer 
famihansing other markets with the credit of tbe 
Indian Government, » that other centres nught bo 
ave.iablo as credit markets for the purpose of mam 
lainino tho convertibility of the rupee At you know, 
we sold Council Bills in New Aork as n war me^re 
Ihrougli the Federal Reserve Dank of J***,*®'' 
That was not done by direct flotation of 
securities or direct operations in Infian 
in our market but it was done by orrangemenl witn 
the British 'CoTcrnment There we™ «r^ 
advantages given to the rupee market ^ 
that our imWtera of jute were Ihws able to taj 
niiecs at the Imlcral Reserve Bank of >«w.^Tork 
and wo very carefully devised the plan by 
was dene « a, to ensure that the rvpe« 
be used actually to pay for the J^e 
India 1 have no doubt the niemhers of 
mission are familiar with that The nnaloCT 

Mw^n "tenl.ug the relations to EPM 

sTamUrd wmtneTand the practices in the United 
biatca IS shewn b» what has recently occurred 


Prior ta the war, before the establishment of the 
Federal Roserve banks tho American commeniai 
banks doing international business maintained 
accounts ami balances with foreign corre'pond-'itts 
in laricus part of tbe world The maintenance of 
thoM. accounts became n matter of some hazard when 
tbe gold standard broke down Inasmuch as gold is 
non freelv available fur exjiort from tbe United 
States and has bi^n since 1919 tlie practice has now 
quite changed Most foreign commercial hanks 
maintaiB hilancea with tmerican banks and tho 
unnsual development which has taken plaio lira 
in tho fact that, quite contrary to the | ractieo 
beforo the war, almost all the banks of issue of tho 
world now maintain accounts in New Fork 1 think 
about a doKD of them maintain accounts with the 
Federal Reserve Bank in New Aork This is in fact 
one of the phases of the development of the gold 
evchange standard as an interm^iate step between 
the time when the full gold standard was adsndoned, 
and the time when the gold standard is finallv re- 
sumed by those countries which are now endeavonring 
tidoso Rat New Aork has to a very considerable ex 
tent become a drawing piht for those countries which 
desire to stabilise their currencies as rapidly as tliev 
can in relation to the dollar which is gold B itbout 
attempting to fix n period when this 
should be done I believe tbe timo will arriro 
fairiv rapidly after the bank is established when a 
decisioD rat) be made as to evtsblishing tie dcfisife 
value of the rupee TVbetber that should be at one 
figure er at snetber possible we thauld not venture 
te make toggestions Certainly Indian epimon would 
be mueb more vslusble on that point than our 
opinion (5ir Ifonrrlii ZWoMey Did I catch you 
nghllv to say that that question mnet be settled 
after the Bank is established?] Tm 1 lay at some 
peiot whirb I would not rare to indicate bnt at 
«ome point of time after tbe establishment of tho 
bank tbe definite value of the rupee might be 
eslabli<hed Tbe advauiage of waiting for n period 
allbow^ not too long a period, ties in the fact that 
experiencv wall probably threw a great deal of light 
upon the aalue at which the rupee should finally 
be fixed 

<xxi ) Now this suggeets comment upon the pro- 
sent prarticee in regard to the external value of the 
mpee the making of remittances for Government 
purpoees, variations between good and bad monsoons, 
tfie seasonal rbarivcter of tbe exports from India and 
povsiblv the iTOporU all these cause a n^ tor ft 
cerUin amount of management to level off the 
periodnil or seasonal fluctuations that is the peaks 
and tbe troughs of Buctushoo It is very difficult 
to determine at what point a necwisary and n 
regulation of those fluetuatio 
moleration to an attempt at pegging 
an artificial value whi h of course >a 
be meowled Be have witneesed peiiging esperienc 
recently vnth other eurreneace So I 

me a rate nor am I suggesting a , - — - 

alien the development of particular machinerv lor 
dealing with the external value of the rupee mav 
■ustifv fixing the value 

(lain)Now possiblv the next stage m tim 
Aevelannient of the functions of the bank 
et L<eua is tbe most diflW-nlt of all and 
that IS the point where the Ricardo bar might 
be introduce.1 Be all realise that tie onginsj 
recommendation for tbe use of bar gold to miintain 
tho convertibility and ex‘ernal value of t^ bank 
note related entirely to tho use of bar goU for the 
purpo** ‘>f making external payments loasmncb 
u the use of gold seems to be the ultimate objective 
of tho plan I can onlv suggest a few tl oughts as to 
tbe difficulties which I apprehend may arise whieli 
wouU ueeil the most careful c.n^Jerstion OiCi 
cullies that u to say in the use of ^IJ to maintain 
theconvertibihtvof the note m the form of bars If 
the Bank u to redeem lU notes in bars of aav 
IflO oas , certainly a great deal of studv muit be- 






lt suggest- 
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gnen to the relations botneen tbo upper gold point 
and any premium for the gold winch may exist If 
the bazaan jo India I{ it la possible to do ao, it 
would seem to me that at the outset the redemption 
of tho notes at the hank hv tlie use of bar gold 
should he conRned to enabling external pnjtnenta to 
l>o made by the most economii. possible methods br 
the Indian exchange dealers without risk of nnduo 
loss of the banks reserve for ony purposes of 
domestic store of gold In other words, it it uoro 
a matter ot rnanagement than it is of lav. at tbw 
outset In fact, it is a question of determininr 
which 13 tho right price to charge for gold at the 
bank, and how fnr it is possible to go in penaitting 
a free use of bar gold for all purposes 1 should 
say that this would be the testing period of the gold 
standard in India 

(xxiii ) If experience should disclose that it is 
safe to do so, then the time may arnre when it ts 
possible to open the mint for coinage of gold There 
IB a large Store of gold in India, which is rerieuily 
capable in time oi being put to moie Imitful use 
than it 13 at present, and it may be ttat the open 
ing of the met Witt promote that, but 1 do not see 
how It IS possible U> arriie at a decision vithont 
more experience The decision to graduallv 
approach full couiertibility of nipeo notes into gold 
luis to bo deferred until mare u known about tbo 
lafiuenoe which it will hare oo the hshitc of the 
Indian people Alith the development of deposit and 
cheque banking the dexiapment of saving habits in 
the form ef bank deposits and inrestments by the 
Indian people, and tbo reduction, of nccatnulation of 
gold for ornareents, end os a savings ‘iiad, to sue! 
an extent ot to removo tho danger to tbo bank s 
reserve, at MTnc point etpentneut may ahow ibnt it 
IS ssfo to n ake free u«e of gold payments It seems to 
mo experience niune can tell To attempt it witlmot 
any «xpeTie&(.e seems to mo tomeibiug of a hazard 
In fact. At this poiat I think I am (uslibed in 
making the general statement that widespread 
deep-reotod national habit of icriiisalsting preciont 
iDctals, and geld especially under these conditioat a* 
a tarings fund ii incompatible with the eetablish 
Tncni of A bank of issue and complete roarertibiliti 
of the notes until suflicient mraficatien of tbos' 
habits renders the reserve ef the bssk of issui 
secure against their being withdrawn too su<l 
denly, and to n great amount, for tb,i purpose if 
accumulation of the precious metals In fact that i* 
to tnr mind the key to the whole situation in Indis 
To «)nt extent will these deep-rooted habits at snmo 
toint imieril flic reserve of the bank* I wish it 
were possible to tnnke some suggestion to deal with 
that, btit 1 do not see liow any suggestion can non- 
bo made It depends upon experieiico That is the 
reason whv I have indicated that preliininarj to 
reaching that stage careful preparation ho taken 
iR the direituin of dcvetiipiRg Chat foundation for 
your stnirturo whicli will reach right down into tK 
hearts of the Indian people and in the ways Ibey 
have pmetitca (ir geneiatiows 

Ixsii) Sow at the outset (that la to aav, nntil 
the system has had greater development), 1 heltero it 
would W quite imiMiRsible to bare notes and roinOfl 
lupecs fri-elr convvrlible into gold nt the banh Bit< 

I do believe that ll e neceiiarj accompaniment of the 
Jiiclopment ot d'l-osit bank savings and the invent 
ment habit ihotil i l« to o|Kn (ho hmk of issue to 

II e free depojut of gold I should lay to tbo free 

..epositol goll whether it IS coined gold or not lu 
other words the hank fhould be to a certain oxtoni 
a market of gol 1 If ll « li, Iis„ de«r« 


m the course of years to convert their gold store 
not com, but gold bullion, in whatever form it mar 
he, into a banking account or into an investment 
security, tlie door should bo opened wide to enable 
them to do so, and eiery facility created to enablu 
them to do so During this entire period notes anJ 
silver rupee* should bo freely interchangeable, ami 
should retain their full legal teuder qualities That 
belief IS founded upon what little knowledge I have 
of the persistence of these habits in tho India') 
peoide lhc> like llieir old ways It sectns to me 
It would he » mistake to force them out of ihcir old 
habits of dealing with their money, which is the 
silver rupee, and in recent years the paper rupee 
It would bo wise to maintain it* qualits of usefulness 
to the greatest degree possible As India grow* in 
population and wealth and as the business of tha 
nation grows, if there is an excess of rupees in 
circulatioa now, as we have been taught m America 
to grow up to tho u«fl of, say, 1,500 million dollars 
of paper money of the types that w a have so I should 
IbinV that certainly India would be able to absorb 
these rupees into circulation without undue incon 
reuieoce or loss 

(«v) Obviously, a discussion of the development 
of any plan of this sort has got to stop before it gtU 
into the stage of speculation as to what tlia con 
ditions will be years hence The object of what t 
have said up to thi* point ha* been, not to suggest 
a plan for India— I do not know enough about the 
detail* of life and busmen there to do that— but 
rather to suggest, from our experienco in America, 
which u quite a receut one, that there are certain 
I'nrticulsr points that require very careful esamiaa 
tmn in eslabh.hmg a bank of issue I think, beyond 
the point where 1 hare gone tbe gaaoral project 
resolves itself into cao ef espertmentation— trial an i 
^ particularly 
urge It not to place too mach reliance upon explicit 
ead exact legal deBtiitious and requirements, but 
®^*‘*“®* Btowth and development and 

T*?!. wor'l, 1 think would be 

properly of this character The outstaoding charae 

fkrUinly, Ihi, vast eccumulation of gold and silver 
w^h of Iho care 

with which thvy nccumiitate their saving, and the 
high value that they pat Upon having a secure 
inatrameal for the accumulation of their .avmw 
It IS now expressed in the areumulation of precious 
metels It seems to me that those very charae. 
terislics of the Indian people, which reallv «re the 
^undation of a successful economic life tJiould if 
possible, be luraed to a more useful purpose that i, 
to »»y, to the dorelopment of a more pro luctive and 
useful hanking system for tho Indian people If ,r 
IS by eilucatioa by the creation of faciUtie, 

and by the removal of impeiiinicnts that may be 
found to oxut, to turn this admirable habit of nor 
spending more than one rocenes but vatber less 

jir*", tax 1. “.KT S', t ts 

iZatsthS'*, “Sr'"" 
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3 413 (Cf<r rn/jH ) I fio final porl on of jo r 
«T donee jesterday you ire e de 1 ng rr Ui matters 
wh cli nrolve ratlcr more close nttent o to tie 
parlcular < rcunutan ea of Ind a und tUe Ind a 
l<«opIe and in oIv« in fact con« dorat ons «l) cb ere 
I ore local and less g« «r-\l t1 aq those h cl iro 
1 a 1 den t n th n tl e p ev o is day e lence 1 

nant ( I may to ask you a fee juest ons to 
elnc d te the esact bo r g of yo r most nie est ng 
suggest osa n th s regard ilare you Icen able to 
g re any cons derat on at all to the atst st ca aspect 
of tl e rupee co nigo u Ind a namely as to the 
Amount of r i eea out tand ng or tl e omount of 
lUpees a Act « c ‘culat onf-^dfr Bfronp ) Not 
bojond aooie figures srhcl lave been furo shed us 
in cen ect on ir th the ni)u ry to tbe plan and 
Bomo study «e bArs made of the I terature v thout 
I adm t a very clear knowledge of tbe vay tbe 
cat ma es acco pany ng the plan tore arr ved at 

IS 410 kou ere not able to brsg any crl<yue 
to b«Ar ujon tbs figures as to tbe sooled boards 
nheh bare been la d before us by tho Ind an autbo- 
r t eaf — I do not th ck ee hare any k oirle^e beyond 
the c t mates tl At nero subm tted n conDectioo 
B th tl e nqu ry h cl I undewland *ere carcfolly 
prepared cst mates made in Ind a by tbe a tbor t es 
there 

I i‘^0 Tbat AS so Those are tbe fi^Dres we have 
been con. der ng Then as reg rds recent changes 
in tbe hab ta and customs of tbe prop e of Ind a as 
regnrds on the one bond the forms of corrcncy vh ch 
are popular and secondly as regards tie hAb Is of 
in estment and b nk ng aould vou be able at all 
to a s St us hST ng regard to tbe change in the 
gene al aspect of Ind an cit I sat on as regards tloee 
matters in recent years’ I bes tate to ba^e any 
state nc t upo obsemt ons dur ng a ebort ns I 
to Ind a five or s s years ago wjc I w s there 
Ino u onti s so wl at I shall say to you I bope you 
u II u derstand ore no n ore tl tin mpre o a 

IS 431 Let me not ask you to g ve an mpresson 
if you do not feel that vou Acaut to give tl — Well 
I should sflv I left lud a a th tie impress on as 
the res It of n any talka v th inforsnod people n 

Ind I that tl s genera) Western mprern on nh ch I 

0 nk part c larly prevAlcnt n the I n tel ^tatra 
that Ind a s a nat on of abw utety r gad and 
u cl a g g 1 ab I cannot be su ta n^ so far as 
my obserrnt on went That s to say «onie ear* 
liofn « my T t to Ind a I bad ba I some discn ons 
of tl e currenev problem of Ind a and the neon 
ren enccs of hAndl ng largo arooonts of » Irer n peee 

in mak ng inter or payments and so on Tery 

much to my astonishment when I reached lad a I 


fe n I A ret ly n a short per od of t me (F at tl e 
conven eo e of tie se of pAper mo ey bad dercloped 
so tbn tbe pAper rupee was becem ng exceed ngly 
popula Cor be! ef in Amerca was that paper 
money was not n prort cnl form of circuht on for 
Ind a b ■eft so of t) 0 d fficuU ea of cl n Ate an 1 poss 
b 1 1 cs of de t ct on and tbe at nug p ferencs tor 
al r l at t 1 d n t 1 li t elf nell t tl hAl Is 
anicodtosofi dx Now we find tbat in a eem 
pxrat VC y short space of years tl e uso of paper 
rupees las become not on) common pretty well 
tbrouglo t Ind a but t s a very popular form of 
rculA o From that I would general y draw the 
cone us on thot (here w 11 net be an rroastbe 
u bangeab e bah t n regar 1 to currency n Zed a 
«b ch cannot g adunlly be lea t w th I am led 
somewhat to tbat v «w by tl e fact of tbe cons der 
ab e g owth of snv ngs depot ts n tl a bAnka □ 
Ind a Wbat ) ttle nforn at nn we hare from tbe 

terature would ndcale (bat a very la go prepor 
t on of t! e depos ta n the bx ka n I d a are in 
fact aa cgs accD nts The stalement wh ch I hAto 
I eard a a le t nee reach ng Ix>ndoi> as to the dorclop- 
ment of other pbasee of commerc al bank ng would 
nd cat that there s a coos derable cl as of people 
n tod fc who are rea ly wxth the fac 1 t cs afforded 
to them to depos t the m i.» n b bank n 
wb cb thev have confidence All of tb s I adm t s 
ratler fragmentary but t wo 1 encourage mo to 
be eve that tbe development of depn t bank ng 
And th nvestraent hab t n Ind a woul 1 appear to 
be far from nn mposs b ty It m ghl tike a great 
mx V years to bnng it aboot completely and orgsniAe 
t b t w h tho eatens on of f 1 t es for mak ng 
twvne ts so ncccssarv n a b g c ntrv 1 ko Ind a 
I sho II th nk t was well mtl n the rani.o of 
poss b 1 1 es t) at gradua ly tbe I ab ts of tho lodjan 
leopto wo 11 lariL to tl “ P fit 

(/ S, M I « « 1 r 1 L r 

eucr wh ch I tb nk x s ggci ed bv the tmercan 

IA4 M I «t on vou w II on iersUnd was 

1 cted at tie n om t tows d tbe actual stale cf 

lopula educ ton and op n n on th x snbect in 

It-, I to not know whe her what you have to 

WT wxl Utrntr that’ f tb ok t w I have a 
be g upon Ihst po nt It relaU-s pa I ruUrly to 
le m nat 0 a I sho h) judge tbat Ibe eaperenew 
f tbe last few years nd cates tho c exr pms b 1 ly 
of farther xtend ng the use of notes in Ind a I 
th k that An erican expenenco saggestj that it may 
be nadv able to encourage tho nao of ono-ruyee 

iHilos The adrantages of u ng notes of h gher 

slenum nat ons are very cone derable indeed but 
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whaterw adrantsges there are from the ttse of ono* 
rnpee Rotes seem to ne to he on the irhole rather 
different from those which hare to do with nates of 
liighcr denominations In the Dnited Statee it has 
tioen found rcrc expensire to use one-do)Iar notee 
The people now deeidedlr prefer sneh notes, partlf 
because the eilrer dollar is a rery large coin. 

13 423 1 thmV le are Kctting a UtUe away Irom 
the line I was on It is a most intereating point, 
tut «ouH you draw any rery close analogy between 
the state of education c! the people lo the Dwlod 
States nnd that of India, at regards the n-so of 
small notes^ — ] think that the nse of small notee 
may easilj bo dereloped in both conntries, hut 
the adrisabiht} of small notes as contrasted with 
Urge cates seems to me to re't upon a rery different 
foundatirn 

lo 421 That IS a nioit interesting point Ur 
Gosernor, would you be able to assist us at all tcom 
yonr own pereonal experience aa regards the amoiiiit 
of reliance which the people of India place now upon 
the silver rupee aa such, aa a ailrer coin of i« mncb 
content*— (If r. strong ) That would he a eery difficnlt 
question for me to answer 

IS 425 T1 at would be taking yon a little beyond 
where mu would care to gof — Ton would be taking 
me a little too intimately into the life of India 
15,426 IF you please Let me pats to one or two 
passages in your very interasting suggestions at the 
Uat meeticg, aa to which I should like to understand 
the ueight of your suggestions In paragmph IS 416 
(xx), you say “ Jfr own belief te, and I 
think tbia will Va. derslotied later tn the talk, that 
at ^e outset once the bask takes over tie note issue 
and the reserves couTertibilitv should be suh<tan* 
tiaily by methods cow employed by the Indian 
Gorernment ” The mctbodi now employed by the 
Indian currency*— I think {nasihly some nmunder 
reeteratioa of the pre-war lystetn You are oo doubt 
aeqoainteil with the pre-war system of coatroRicg 
Indian currencyf— I thick possibly eoaie misuader 
standing Diiglit arise thraui,h my inaovertenilr 
posiibly, over emphMiaing the development of a plan 
by stages I put no particular emphuis upas the 
particular point where a change to the next Stage 
of developTBeDt should take place That would de- 
pend entirely upon the extent to which the develop- 
ment of a full plan could be aafely accompluhed. 
and my thought in arrangicg what I had to say, 
wt« bo indicate (hat a growth by experience would 
be somewhat alter and better than i‘> put the full 
responsibility inttautly upon a new institution nntil 
It had developed a technique and experienced staff. 

15 427 1 think 1 follow you Your opinion would 
be tbia If things are to need of ehsnge bv way of 
reform (of course, the first essential consideralioo M 
does anything nera change or u there nothing whKh 
needs tittering in the best of all powible wmldsl — 
but granted that they do peed change then pre- 
sumably a plan must be formed to effect the required 
reform whatever it mav be That plan must b» a 
eompWte one and. of course, a workabis onef — And 
would you also sav a fiexibte onsf 

15 425 That u the point \ am coming to 1 under 
■land the weight of your opinion ii this that in 
any region of reform surh aa we are dealing with 
here of a central bank curTcncy the plan mutt be 
one which allows fur its own introduction by atagee 
in order to avoid any abrupt Iraruition'— I ehonld 
aay bv stsgvw parllv lo avoid abnipl transitions 
which impose mconvemencea or radical changes of 
babit at the ootvci • r at once Hut more parts 
cutarfy oo far as the aeiumption ot the rarsoua 
{unctions of the bank of issue u concerned that loo 
great revponiibilitv should not be assumed at the 
outset until there has been amne little U«t m the 
trailer o4 the ronvertihililv of the notes 

IS 421 Sfav 1 suggest keeping that rVaf an -a to 
pr«.-ee.l |> ml hi point ■ t. 1 iii lervisn { what sou 
here JU t Udil us you woiil 1 uy— make yuwr plan bnt 
do not tn lo trifig your plan inw effect all at once. 


bec-iiki« this IS a world in which you cannot mxke hig 
changes all at once?— That u a very general etate- 
eueot based upon our own expenenee of tm erirv 

15.430 I understand yon hare been very much 
impressed in this recoramendatioti, it I may read 
lietreen the fines, by the disadvantages that followed 
in the tXaitcd States upon a too snddea transition?— 
Yes, itoBi the possible dangers of too luddan a 
transitioD 

15.431 It was not what v 
you were doing il 
mneh of a hurry 

15.432 Now, as to your snggeslion that converti 
bility should be auhstantially by the methods now 
employed by the Indian Gorernment, you are suffi 
nently acquainted, no doubt, with the methods of 
the lodian Government before the war, which are 
now ell the guidanco that we have to know that 
vanoos defects have been alleged against those 
methods aa a scientific meant for the stabilisalion 
and control of the eortenevf For instance, there 
was no legal obligation to sell bills to settle inter- 
uationa] pavnents no obligation to sell exchange 
■^*4 »ould be a diScuIty in anv system*— Tes, It 
would be, and liaa ohvionsly been Ibe source of difficultv 
in thopnsnar pTin That, I would aa»ume, js to be 
whoUy corrected, if » oentraf hanking plan is 
adopted by widening the scope of convertibility, so 

^ as It can he tafely undertaken 

15.433 Would yen agree that an eewatial feature 

of eny such regulariaatien of the currency system tn 
the hands of the Central Bank U that the obligation 
^lould be to buy and eel] some fora of loterDatioaal 
payneot?— Yes, I think that is fundamental to any 
plan ' 

15.434 In the second place, yon are aware, no 
doobt, that ui the pre-war methods adopted hy the 
Indian Covemment with the geld standard reeerre, 
there wm no legal regulation of the amount of the 
cold etasdard reserve in relation to its habitiiiea*— 

1 wo^d understand that, and its diitinet similarity 
lo the eonditietis which prevailed in the Cnited 
«tates before 1853 

15 435 It is lubmitted to 01 that as a conseauenoe 
of that, there Was no insurance for the automatic 
contraction of the curreocy when such contraction 
wav needed and sharp criticiSRis are directed against 
the svslem bv which the power of manipoUtion wa« 
entirely in the hands of a Government department 
Tliose ere maltert which, so doobt, deserve con 
sideratum, are thev notP— Quite so 

15,418 That IS a defect in the pre-war system, from 
ibet point of Tiewf~^uite 

IS 437 Bleed upon thia cone deration, are you 
aware of the existence of what 1 might call a wide 
spread sospicioa of the gold exchange standard which 
was alleg^ to exist in the mimU o( the Indian 
pohlic before the war, while, on the other hand 
It IS contended that there never was a teal gold 
exchange ataodard This u rather an excursion into 
rsvchology, hut has that stale of mind in the Indian 
pnblic been broaght to your attention f— It has 
I attempted with anine feeling of diffidence yesterdav 
to lo«h on It wlicn I referred very briefly to the 
diBcolly o' Uiitinguiahing between a practice which 
utUmpted to ledoco peaks and troughs of floctnatiou 
Bod one merging almost imperceptibly into the 
WV i!“? ^ V “‘>6«^'al ..tnat.on in management, 
vthieh 1 think would be bound to arouse iuspicioa, 

If I may say so Cbrrcction of that defect in the 
inaoagMwnl of the Indian eurrenej and the exchange 
standart of former years it e<wm, to me. would be 
f f’" and 

teiSVi character that haa been 

^neraly ^tawd !» other vrorde it !« desirable 

Kdt" X'k •' “• 

•■Wh a ...naiwn has araen. rightly 
' lx «id to U clear, m.; 

that there are great advaniagev in Uis simplmly o4 
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»u tlem«nt of disadraotage*— Ur d«v''’iTJng >t «f *1* 
fonrertibilitT® 

13,453 No, but br saying you mis Jinro a silrcr 
rupee f« >oui pot« you put the note in a atatiu of 
inferioritr compared to that of the ailcer rupee — 
lou menn lu contrast with gold coiirerlibihtT* 

15 454 Yes —Mould not that be rery latpelj ow 
i-ome if loth Hire legol tender, and if no limitation 
of legal tender were made to apply either to the note 
or to theailrcr rupee* 

15,455 \es, I do not think tliere a eery tuuck 
importance to be attached to it Next, if your note 
IS concertihle into the silrer rupee, that rather 
necessitates the holding of silrer in reserre, doe* not 
it?— Tee 

]S45() Silier is not A desirable caD<titnent of 
ones reserve for the inpport of a paper currency? 

— Not in a fully deseloped gold standard curreacy 
condition 

15 43? because silrer currency la uot available as 
•naVniii»\ -sttiiirtiAl— is a -piTneipah -naaoti, \ 
8i>l pose Silver has been relegated to use in token 
coins on that account 

15 45^ If one were to looV forward to the best 
possiUle isindilioa for one’s reserve, la suppoctinR 
pxclnnge and currency, one would like to get rid 
of silver® — tnd anhstituto gold 

15 kiO Dnt one cannot do «o as long as the note 
IS convertible into eilver®— No 
13 400 Next the silver content of the rupee is 
I igh It has happened lu the psst, and it may 
Uappeo aeain that the huUioa value of the siticr 
content of the ropee rises *bo\e its fs<u- value In 
that case the rupee tends to disippear That is a 
constant threat to the el&ciency of the currency, 
la not it°— That would continue, of course, as long 
u the ponihility of cnbsncenent lo the price of silver 
existed and was a menace to the cunenev, it that 
poieihilitv IS niofs than s remote one 
15 461 That la «htt has hsppeiicd lu the post, 
and It mav happen agsm ITo cioaot aiy that the 
currcnci is absolotetv proof agsiutt disaster, so toeg 
AS aiiih an important constituent as the silver rupee 
■a siihjm t to that menice, however siiioll (hat menace 
niav he?— If that m a poaaihilitj, of eoutec, the 
eiirraiicv is aubject to that tuensce so long at it i< 
convertible in that wsy 

15,452 As Ving os the note i* cojiveitiMe into 
Ifio Sliver rupee in its present form, that imrcwes a 
great difGcuIty if the silver rupee IS to ^ field 
KKOinst the note, aud the holdtv of the note 
IV able to dcBisnd silver rnpeei In that direction 
there IS s auhstantial wav of getting rid of this high 
laluc silver wnu and suhmittinft a safer lohen of 
ciirrencj ® — I liavs assumwl that tliere nooM always 
lx- a nccvl for a Ivrge Snd incresting ureulation of 
rupees in India, for t>ie small ihnnge of Die rannUr 
nn<l the extent of the silver reserve to be kept for 
that purjiose la a imtter for dctermSniation by 
eapcrictice and by what mar he expected in the 
gn wUi of the eonntry't hnsinesa I should suppose 
that a considerable reserve of rupees wonM b« re- 
i|iiiml for a good while Now long 1 wouM not be 
<apihln of pulciog until tin stslm o( the tudian 
currenev had been well determined— that M bow 
inu h nf the silver rupee was hoarded and how much 
nu lu active circnUtion That would probxlly be 
,1 Mvncrcvl in the course of the development of this 

1 1 41.1 rodouhtcdlr A revevre of silver npeev 
iiiiivt In necessary for Tear* to come . Aro you 
av|uaiRted with the present state of the Covemmerl 
» ( India a reserves wv recurda rupees? — Only that H 
i» irr) Urce— poRSibilv undolv large 

15 If! Sinetv crores? — Yes against BHueUuBg 
lew than SCfl efnrea estimated to he to tctiv* circula- 

13 155 The point has heeu made that ao long as 
VIII Rsinlsin the mnvertibUily nf the uote tnta 
s Iver rupees you cannot get nd of the ailrer ntptr 
as a standard roio*— Is it necesiarv lo do that* 1 


ass^mo tt nil not be necess.sry or possibly, mil not 
he desirable to get nd of it 
55,466 Do yon look upon it a» n desiiahle com ir 
its^f «a a nediam of small payments in the country 
reiiienibering that it is a high raiiie silver coin® — 
Xh#4 ducefion of value seems to be the premiss of the 
dis^Bion Of course, it it a question of degree 
usturallr, how close the danger point is lly per- 
eonAt opinion it that the danger is somewhat 
esaERffated in people's minds becanve of tecviit 
expert^woB Brewing out of most uonvunl conditions. 

iS 467 Wdl you look at it from another point ol 
ne*®* I^dl you look at it as a token that goes into 
cif^ulstiou cavrying two-thirds of its own rcserva® 
Is not that an nneconemic arrnngemeni?— I nm not 
sur^ that I understand your question 

l5 468 The silver caloe of the rupie is so high 
tEi»4 if yon look upon it as a note it is one of thu 
most expensive forms of note? — I should sny that is 
u doestion which relates very nsiieh to the attitude 
lailian. »}«(U}Je. tawarda Oia vujc.fl., oiukit, wo'il 1. 
|,e very difficult for me to answer 

15,466 It is o mutter which requires for its ri| b 
tt consideration of the psychological question of the 
xtst^ of mind of the tineducsted Indian towards the 
rupee, which is reiUy what we started from at the 
begiutung of the discussionf— Very much so As the 
gold eonrertihiUtv of any enrteacy introduced tutu 
India iBcreavei in the estimation of tlie people nl 
room the silver would eradnaUy sink more to the 
edition <>f a pMTtly token envn 
15,470 There it one other mutter in inniiertiun 
With your evidence at the close of yesierduT, ahou. 
ui»ch I shoukl like to axk von Yon ta» lu psTUgraph 
55416 (xx) “Atsome point of time after the eslab 
l^shnent of the Bank, the dednite value of the npee 
might he established ", and you go on to refer to the 
“adreotage of waiting for a period’’ Under the 
cfisiiDg State of affairs in India u it passibis to get 
oP witnoQl hsviug some rate to which to work ii 
jivaetioe?— I could not answer that queetioii vAte- 
gorically I thouM say that the qiieatie'i of rate was 
o>>« tliat depended for its determination iiimn a i 
e^aminatKin of conditions with whicu it ikould be 
vvry difficult for me to familiBn«e myself I nu lit 
It involves rousideTaiion of the extent to which ad 
lustusvnt of prices and wages has taken plact to the 
cpsuged value of tie rupee and also to the (nr 
t|Calir technical operation of the exchange reserve 

15,4T1 It would invnWo jn tie first plice ton 
fideralion of the amount of reserve, would it not* — 

t« 

16 *72 And its relation to the outitaniliji,j 
liabilities?— les 

16 473 Are you uUe to consider the nutter fron 
Itie point of neu of the statutica] poiitioii of tbv 
rv'erte? — I should say that the Ihreo tnuin con 
tideralioiu would be. first, the domestic resdjiist- 
nients to a given ]vice of the riipco, tbe extent to 
which any artificiality has entered into tbe msnage- 
nient nf tbe external price, and tbe site of tin 

13 474 Ns I undevstsud your pteseut teplv it i« 
|bat after cousidering these matters, after deep and 
prolonged consideration, you would not be snrpristil 
d the esit'cluaioo aerc come to that there m nolUiiii 
to be gained bv waiting to fix the rate of tho rupee® 

The rbief object to be gained is to give the rupee 

w stable vxlue as nnon as yiossible and not to at‘«iiipt 
JO do so so soon that the rnlue which is given to I! e 
rU|ice IV subject la a strain that would jeopardiw 
that vain' at any time Thoso avo contliliriui, of 
fonne of whicli I im quite unable to jud„e 

13 4"i Tlose are mutters involving tbo convidera 
SKwi of tbe actual relation of tbe rracriev and tleir 
I resent voIuTue lo the volume of tnd'® — lev. 

15470 Vnd to the balance of foreign trade?— And 
the (.eoeral amumptioB that India over the years 
fisnally has a favourable balance of trade 

15 477 I understand that yoor own opinion vs ex 
^•revacd here which seems to be rather in favour 
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sunpl; the sentiinentil influent-e that mij-ht act as a 
matter of p»ycholo;linl effect at tl>e outeetf (Wr 
'>)ronii'i 2 thinV that ftttituilc waa indicate*) tn ajr 
niuncr t*> tlial (iiiestioii *r*terday that at the (mtwt 
the aafcKuarilini; of the plan niii.ht mahe that 
dcsirahW \t k-'al that i« nhit I Uvl lo my mtm) 

154)1 1 do not fjuito fiillow yoii<'~)nier>ron 
«crtil)ility 

15,495 That i« nhat jntl anyf— lea, that la uiv 
aivwcr, at 1 <>taI during thia early jeno*! 

15,490 (Sir I.rjiiml.} \lo,ii > then you -aeall r^n 
a»]er Jt dcfirahli^ at the outwit at any rate tn hate 
inter-contertihditv'— lea, that wna mt frelini;, hat 
to toale the change too awWenly May it I>e a (wt 
comment aleo to aa> that the intcodoction of Uie 
plan tn sell gold at a fi*«i prim will of courm , liare 
a strong effect in luainlMiung pint! anjurnr 
15 tl? (CA'iirm'in ) I cannot see how it i« to arise 
undt r tlieso conditions^— llcni tlio dillerenm in calno 
aouhl arise? 

IS 499 TTow vouhl there come tn be a [trrmiun it 
the gold lalno for ths Tnpee had Wen 6*««1 ainro 
both the tMle and the riipe< «ould bo changeable into 
(ho same qnantilie, of goldf—Motihl it not be the 
case u »oon as the conrertibiUlT into eoM «oa per 
mitle*) that the tendency troilf.f he for the gold 
re*erT« to incream nnd the ailrer feaerre craOnalle 
to decrease and tliesilrcr to c,i mtn circvtation w.th 
tho growth of the eountry’a biwinnu 
15 400 That way U »o?— Thoo vt »o«M not he 

1 "^^1* wnknl of the r'tpco •Incb baa 

lieen 105 grama for many yean hai not H* 

w™. t'ij,;'.';; rSu'”' " “■ 

15 501 (Sir rurjAntiiiTUKiir TAntiir./is ) OouW »ob 

Kv IS, 

tinn^l^month’a proJoction ahanU hare Wen UWn 

JS W5 For all praetiesS purpoaea all tho aiUer 
•"<» •>'rer ,1^1^* hat* W he 

isifl? The Atnerican trrnsoTy can therefor. 

r£l&“ “ 

„£™w s 

Z liTZJLr “ presamahl, anlhor^Kj 

is 

mtifr^e'^T.!’ P°* <'“* eoM ««» Ht It 

and It aas nnstfoctful *“ SwrtserHod 

ind iherimV iv * ^ "* “^>r Tre^nir 

h>ZZ ! «>* »«i 

^ *** ‘'‘fernng that if 

such n step Was recommended for anr mf these 
prosperoin conntric* the people of those coantriM 


vouhl not approie?— To ilivoiitinu. gold coiDige 

entirely? 

15,209 \os— Of course, the payment of poW coin- 
age ami (la rinulalnm has bipen tliwrontiouoil in 
>>igUu<I 

15,51(1 Umlir ciriuinstancm whiili are quite 
slifferent from ll/« circiinirt.inc,v nt tho L’niled 
RIatc*, If.^land am) Saikrcrfaml— la nut that aof— 
lee andir the (loM Rtamlaril t<t 

12 2)1 I uai thinVing now of ixnintrirs vhicli ran 
Btford goM currency There tho people V\>uhl m't 
eiiuofenaflcA tho ifisciinfiniianre of it l.v a sfatirlory 
pro) iliiMii?— 1 ■Iioiihl aay that tn atlcRif t tn main- 
tain a gold Ciitnncy am! not giro it converlilililr 
•nuM l>e a step hackvairta 

15 512 IVoiilJitW’— Yea 

Is SIS Therefore they vouhl like to hare it 
arailable at tlicir option The people may not nso 
It as long n* they «I> not vant tn. but vhen tier 
vant to tliey can alvara use it ami the Oorernmeiit 
vouM be louml to C're it out* — ff you <!> net ).iro 
them the right to ip't it they vill all vant it 

Is 5(4 Thcrefoce at long as Uioy kiiiTV they can 
gel It vbenerer they vant it, they do not arail 
IbcmsclreS of > 1 ? — Dut wn mvtl dietmcwli )»'|vc<]} 
tho flce*i for gold currencT in tlio dometiK: eenso and 
the need for gold for nakiag inlernatienal pasment* 

15 {il5 ) Wish to rehtiist mywK if you do D< t 
mind to the inlernni demand for e»I I lut ve vill 
enme to the ezterns] demand vhich has to W met 
by «s«ry rounlry unlewi it is anzioiii to Iwe >U ovn 
crnlit in tho internstionsi market Tlie pieeholngy 
all the vorhl orer w that aben propW f««i) ttiai they 
ean have a thing liny mar net vant it, hut nlws 
hoveser ther arc kept away from it llies get anxious 
for It and no amount of pcesehme eaa 1 ring con« 
Tiction to them f— 5Iay the answer to that as to India 
not be that (here is n great d<«il of gol) in India 
and it jiccpla desire goI<} currency in fiwiia arrangm 
menta mifAt be nnd* to coin thia gold for then 

IS 516 Yet Jx'V us rotne to the Indiaft qtteittan 
and if you vent to qualify your answer here with 
tome referenco to the Indian queetion 1 am quit* 
ogceeaMo fo it— f merely bad in miml that where 
the demand for gold correncT etxsu, the determina- 
tion to introdore a gold currency dev>en'l» upon a 
great many pirciimatsncea, of course the most 
important being whether the eounlrr can afford it 
Tbe determination nf whether India cm afford it is 
partK a domestic question and partly as external 
question If the Indian tieople hase supplies of gold 
wlinh Ihec are otherwise using and desira to haic 
It coined for circulation and the bank position c-an 
be protected as to eaternsl pOTmeots is not Iho 
means aToilable now to aatisfr them? 

15 511 Then tho question of gnld currence is even 
to-day for them to decide? Tes 

15 618 Bo far as the internstional a«pccd of it 

I* concerned, hare you nnr remarks to make* I 

tliiBfc WB covered that pretty fully in our former 
statement 

1^519 Your opinion is that no country shonld 
disturb the internafional market by any fare* 
borrowing of money to enable them to draw off cq|J ? 
—Quito so 

155SO TVliat would vou ear about the normal 
demand for gold hr India with a favourable balance 
of trade from year to year in the ordiiiarT course?— 
lu what respect? 

15 521 If every year that there is a favoiiralle 
tmUnco of trade for India she took gold, do you 
think from tlie internaliona) a! new tliert 

Would annhmg to iirpo against it?— Yo, India 
gold freeW now nnd I do nov U.inV there is any 
thing to ho urged against India buying gold 
-JLIFt Professor Bprague said that he 

wouM for the present recommend a goW exchange 
nandard, under which India would have gold 
foreign countries ami would not draw 
the gold that was due to her for tho favourable 
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halance of fradeP— (Dr iSprajue) llaj I explain 
luy position 

15,523 If you pleasep — If it were quits clear tliat 
iJie prejsiira u^wD the gold supplies iras eucli as to 
entail a downward tendency of prices through the 
5 sirs, and if it wero also clear that this was m part 
dMs to the absorption of gold hy ths people in the 
United States for hand to hand use, I think it would 
be quits possible to conviDce public opiniou that we 
Wero using gold in an unde iraWe way, in a way that 
uas hurting us, and I beliere it would be quits 
possible to secure legislation limiting the amount 
of gold pud out for general use Now when jt comes 
to India, I was not referring to the absorption of 
gold for nonmonetary purposes, I was*consideiing 
the situation that wotdd present itself with the 
establishment of a gold standard and gold currency 
nith gold then being absorbed in India for the com 
hincd purposes of non monetary uses and monetary 
uses, and I felt that in the absence of the derelop 
ment of banking and inTeslnent arrangemeots whidi 
nould tend to spread the monetary inflow in tbe 
rears of favourable balance, that it would be disturb- 
ing to the fnnctianiiig of the gold standard through 
cut the world It is not a question of the right of 
India to secure in payment gold in the oveot of a 
farourable balance It js simply the d-iiieer to tbe 
functioning of a delicato nieclianisa throughout the 
world rusting upon gold, if the gold is to be subject 
to sudden withdrawals of very great magniiudo 

IS,S2I But that danger would not bo there if (be 
gold were Ret to be withdrawn m large qumtiticr, 
us you said just now Then that danger disippeara, 
does not it?— If tbe gold U not drawn suddenly in 
Urge quantities 

1S,S36 Therefore if the tcliccae which you have 
criticised so fully is not to be put into operation, 
that danger does not exist at slip— It does not 

15,S2Q Regarding India drauiug gnbl for moaetary 
purposes, the danger that you refer to would only 
appear if that gold was allowed to reach tlie people 
in such a manner that it could not ho brought bsck 
to the treasury when required otherwise that danger 
also need not he teired?— That daogor would bo 
abfiont 

JSB37 Taking the dorostnted couatriea which 
are now being helped to get on to a s-itisfactory 
mgaetary position, is thoce any conditioa attached 
to tbo assistance given by the tlnited Stotea that 
they should only draw a certain quantity of gold 
and not more in tie case of proeperoua year* for 
their export trade? — (J/r Slronj ) Do you mean 
in connection with any specific iTtansement? 

15 529 In conuectiou with their withdrawing 
quantities of gold from the world? — ^lo, there are 
no specific limitations upon the operation of the gold 
stmdard in the United States 

15,529 Take Germany Cerramy is now I under 
stand, I speak subject to correction, in a position 
to draw gold steadily The United States hsve 
helped Germany with a substantial loen la there 
any condition attached to the loin or is Germany 
party to anv sort of conference whereby Cerrosny 
has committ^ herself not to draw more gold than 
a certain quantity jier Tear?- — ■! do not know of anv 
such understanding 

15 WO Is there any understanding amongst the 
various powers m Europe that each one will only 
draw up to a certain point and not beyond?—! do 
not Icon anytbiiig shout that 

15 S31 Tlierefore everjhodv acts on his own 
aceordmg as ha u justified by the trwde circum 
stances of each country f—Tes and the credit poliey 
of each country 

13 532 At mstified by the circumstances of «»*» 
CountiT from TO«r to Tcar'-tes (Dr S|.fw 9 «c> 
IViUi the difference that these Turopean countries^ 
quite clearly not in ft position to draw distiirfnn^ 
largo amounts of gold as perhaps India might « 

15 S33 You moan for those couutries no 
like the oao yon hare criliCMwd has been pot for 


ward so far? — No I moan that they are not in an 
econonuo position to draw extraordinarily largo 
amounts of gold from any quarter in a short period 
of timo FracticaUy we know that nothing lan de- 
velop in Germany which would make jt feasible for 
them to go into the niatketa of the world and buy 
say 200 to 300 millions of gpld in the course of say 
tho next five years, or of any other five-year period 
15 S3t Bnt for that assnranco, you would appro 
heud that they might draw as much gold os they 
possibly could I» not that so?— Yes but that 
ptBsibiUtf la very small 

la 535 You are only relying upon fheir absolute 
inability, and not upon their sense of proportion, 
fl* to whst tho world needs end what the world can 
stand?— -Upon both, and including banking and in 
vestment operations 

I5,59d J think you said thnt the question of selling 
silver should he decided after very serious considsra 
tion as to the dangers which might be caused to tho 
stores of Tslae of the holders of silver in Indn, 
owing to the redaction in the value of tilier? — lea 
15,537 ITould tho same consideration be equally 
serious, in your opimoa, in fixing tho ratio for the 
exchange in India, namely, if with the Is fid ratio 
the stores of gold m India were IikoJy to be depre- 
ciated, would you say that that should bs taken into 
conaideration?— Is this on the deteromation of 
whether the ratio shall be one and six or one end 
four? 

1S,(>33 That IS ]t In fact would you take the 
Sloe oonsiderstioji that you urged is conncctioci Rith 
tbe silver also into serious consideration in connec 
tioD with fixing the exchange for gold?— I think it is 
one fsetor which augbt wcU be taken into Rccaunt 
1S,5^ You would take it into tbe same serious 
considerstioii as you urge should E>e taken in con 
nection with silver?— No beesuso there is of course, 
n difierence between 12| per cent and 50 per cent 
1S54<> When you say 50 per cent lou hate in 
mind apprehended dsprecittion m silver P—Tes 
IS 541 But barring that proportion you would 
give It the same censtdemtiozi?— one of the 
foCtoTS 

15,542 (Sir Ahxandtt Muttov) I would liko to 
refer to a mstfer that you spoke of yesterday, when 
you said that s money market had to he created in 
America and that we should have to do something 
of same kind la Isdia^ i( we are going to have 
the Central Bank functioning properly As I nndir 
stand it ID AaerKa jeue Federal Iteseno Hank no- 
disconnU members’ paper only?— (Vr 9fronp ) Mo 
also buy biUs in the market at times from dealers 
15 543 Can you explain the difference between the 
two typee of hill, apart from the fact that you have 
the member s name in the oca case and you Jivvo 
lot the jnember’a came m tho other case '—In 
practice wo have Uia inemher's name in both cases 
Tho typo of paper described as comaicreisl paper 
which »o disewnt at the Bmk rate, which is now 
3i per cent m New lork is psper giren by 
enstomers ^ commercial banks to represent their 
borrawingi at their commercial hanks where they keep 
Iboir aecoants similar to tho type of transaction et 
ireesed in tho ndvanco account of tho English Joint 
fitock Banks, that is (ho singfe-nsmo paper indorsed 
to tbo mem^r bank and we discount that at tie 
Bank rate The oilier tvpo of paper i» the lull of 
exchange that » common in tho London market a 
biU dcawn by a shipper on somo banker under a 
credit that opened in connection with a shipment of 
goods These bills bear tho oMiipition of the draner, 
of the bank which accepts the bill and alni«t 
,avartab)y-^a fact invariably— of sono banker hj 
endorsement Sfost of these bills reach ns through 
onr o*n members hat throngh a fittle different Ivpe 
of tranaaction and at a lower rate 

la 544 That is the point 1 wish to get at bou 
ilillerentiate between the tills that i-ome to you 
through the memfior hanks or oiiUide roriwrations «r 
private banks' — Ms diflorcntiate to that extent only, 
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imd I tliuik I tliftnld csjdftin ll>i» n NtlW laate in 
ilitail to Rnc you tUo inforronion At the OOlsOt 
«{ llitf oTgan^'^nR fl tlie I t^loral ltcwr%* lUtAi th*W 
«cro no IiilU in tlie N'c«r \ork niirkot lit *11 TIio 
AiiKti'.an Utiki witf not in tins Ushit ot oi»mne 
and draninc cndit*, e« tlicro l/cing no WIs Oirw 
ttirc no deal<r», and it hciome mfosunry to •tciek'P 
tlio I'raitii'O of oiipnins rommefcial rrrdits »liu-h U*® 
tranks v.fTe oiK autlxotisod to grant nn^a^ tli« 
adoption of the beiKrnI lUwno An, ami it bmnmo 
lunssary nlw to doiolop tlir prani-T of dralmi: willi 
tliiiu in tlie niarVit niid to diiflop diaUn Tliat 
Ina hpen Kradualli clono, lo that tin re is a c»n* 
sideraWo volumo oI tiiltn cirratatioK in tti« maikrt 
ixnctl* as there is in tlio I/indon market Our 
I'Titinary prartiro n to inVp tViosoVnlls from onr o’*!! 
nnmher l>nnk« t\e iic'ertlielet* rniist l*« in a |m»si 
tioii to protect tK« as t» the cm* in the 

London market “si m- nlaais stand ready to take 
t ills for sliort jicriodi from dealers in hills in case 
tio market goes aitninst them, m other wonla, vIhii 
lie rarrjli'K rate lor Wla tiecomca too Vosiemram^ 
for them m the money market <51 Uiat you mac 
siy ae Iiaie tlireo tepcs of transaetion in ronneetion 
mtli the paper that is lurnnt in the hankiiie system 
One IS the discount of rommeriisl notes note* of 
hand for memlHr hanks at the piihlislied bank rati 
nhlrh is a fixed rate The other is tin* disimint oi 
Innken hills lor nur memiieT hanks at a i>*pr rate 
—it IS a bitter cisra of paper of eoursi— -aliieb la a 
matter of current vractice «cery il»y at the hank 
The third u an ociasional trtnsaition «iih dealers 
m blits where me take over p'rtfolios pist as they 
do in the London market ahm hill houses " milt ' 
tlieir lulls But cenerallc that ivpv of adramw is 
made by the Rcscreo Hank fur a lery short t>erio<l 
It 18 comparnhlo to the 7-dar adrum-e in London 
15,545 Are thv« hdU that you epcak of New lurk 
bills, or biB toan bilUf-^Tliec are mainly Neir lork 
bilU, and other big town bills like ngeten, Chieago, 
and Pi iladelphia 

13,543 I ess see the ditTitenei- iKtaceo youc hitU 
endorsed by your member batiks where you bara fmt 
the scearity of the meniber bank and aeamst whKh 
you bai e not only the name but you hare its capital 
deposit and lU security deposit so that you run no 
task of ana deactiption when you Uiscoitnb tW toetsber 
bank bills— Tie relianeo is principsllr on tbu 
solreocj and RMd conditioii of tlie raeraWr t»nk 
15 547 In India we hare no roember hanke and 1 
see no prospect of our liacins laemher hanks ao that 
the t>i>e«f bill that we have twdiscuwaii India la tb» 
ordinary up-country bank bill, so to apeak lion do 
lou differentiate there Iwturen (he rates (hat you 
lory as ag'iinst (lie different tipes of bills takiliE into 
account Vlie prerent state of the bank and the 
tharartcT of the billf — We bare a nnjfotni mle in 
cceri district for the diseoont of comtnercial paper, 
and for the puteboee of bankers’ bills Those rates 
may larr between different dtsfricts bill they most 
be uniform throiigboot each district Oynseqneatly • 
contitrs bank m a ilistnct where tatea ate high xnight 
seem to boro some rate adrantage orer the big city 
bank m the Federal Tleserre city where we «ro 
located and in fart those country banka do enjny an 
adrantage In other words there are wider snargioa 
of profit and thee can only ho dealt wrtb W Uie 
ixercise of siipcri isiou and inBnenro with tbereuntr} 
banks a« to the extent of their borrowiDg It is a 
matter of some difficuhv because the fart that they 
keep tlcir reserves with us and are nequired to ilo 
to by statute miglt cieat* an impressicn) that as a 
matter of Irgil right tliey ccnild come to as a«d 
^rrow It IB a matter that is onlr capable of beiwg 
handled by establishing a proper intimirto relation 
ship wrth our members and where they appear to 
wbuee uwT facilities V. explain it to them and i*- 
strain them by personal lofliionce The rat* la not 
always effective lu doing go m the couatr* scctHms 
15 54S Did you find any prejudice exigtinc against 

the reiliscoimting of paper? With us Ihet* »s« t* 


type* »{ ivTrjnlirc if I mat sac so B|.ain>l H 
Tliera IS nil* tint the indiriOu-it merchant iioca nol 
Ilk* to sew hi* vai>er tveddted aluiut tLo market to 
•pv cx'tnt— 1 am spiaking of India luw — nnl th" 
other i* that banks do not like it to l>e tlvou^Vt thwt 
10 ord f la finanie fin ir mirchanti they hue got l-> 
gp tP LiRRcr banks for assistance IVo liare had it 
i;iTcP In riid<i>ce that some people <I» not esro to 
|g> (p the tDi(M'riaI Katik hit it lie thoiii.ht that thee 
are oeiking a**is(nnc* which might | rcjudioc their 
aiauun'a with tirir riKtorarm, and iiidocl. rathe' 
than ri-disuMiot lulls we find lanks wiling to Eire 
(heir own name and their own collateral and take 
O* Vran >B Ibeir own nawie ralber than re-Airfount 
(he bill • Haio «im liiu! exierunce nf those twy 
pmnta in \merica*— Tour giwilion la first, »« to 
iheyreiulirc alaiut Iwirrowinit money* 

15 W On the part of the bank, and on ilie jrait 
cf the iniiirifliial mcrchsnt*— Tlie prejuiluo «n the 
part uf tlis bank has bc«n ratlicr deep rooted 
Many memW lanks ha'i n isrlsin rilu tnme to 
M<ow Sd tkest t, ithUdxegl (tateixv<nt<c Uxit. thcT bo-tc. 
borrowed moiiev lut the nenl for iNirmwing from 
the Iteserre flank lM■eame ao widtspreaif as mon as 
w« h ul e war t» finance that n mnsiderahlo amount 
of that prejudice was mrrieine In the rtxmtrs dis- 
irirls where we base had in past years since the war 
a RMwl deal of prcMure for credit acconimoilatioa, I 
(Innk the nts-tsulX'S of tb* difiircnt Iwaliiiis had a 
great deal to do »ith oiefeouiing that pniiijiet , hut 
ii IS * (act tliwi prejudice d«es exist nmnne iho 
niemlisr hanks acaiiwt showing Uirrowed nmiur in 
(heir slalrmrnt' and inoamuili u this pnbliak 
slatementi ef their muidilKin twice a sear, nhen the 
lime appmarhes t> | iihlish their figure^ we exi>pr- 
enee some little dilRenTty m meeting tie siliintiop 
lewause n great many hanks try to get out of lUhl 
at (be aame lime 

)$ 5i0 In tliorase of a meiBlrar bank (hat diseeuntt 
pajer with sou wins priMuil* the lull* Dih-i ihc 
feilersl Iteserre Hank proseni the bill to the inclivi 
dual merchant, or does It en livk to the tneiiibcr 
bank lo t>e pri •ruled *—Th<re is n >erv fundamantat 
question inrclred (here IVlien (be memUr bank 
duu-ounta eiistomcrs pafier— that is, coinmcmal J aper 
—that paper is almost inrnriahly returned to the 
member bank and is not j rosenteil to (bi menlnnt 
tv here wo buy bills arsepteil by a 1 mk the ru«tomir 
relslioiishsp does iwiV exi„t, such bills are priwi nlc<l 
in the usual eourse to the bank wbxh anepied thu 
blit which If rery rarely the bank for which Wc dis- 
counted the bill Of course that u one moru n.acun 
for deceloping tie habit of using Ihise fills that 
we dicerrc our diwviint operations from the itistouier 
relationship between the member bank nnJ thi. 

lo 5al Can you tell vs aiislfiing alraut the relations 
• Inch eewt belncen the Cocernnient and the FoWral 
Deseri* Ikink? — In wbat r»pect» 

loS.->S As regards tlie appointment nf directors 
and the appointment of gorernors IVliat is the 
inOnence exerted hr the Governrasut if I mac i iit 
ft m that way, upon the Feilcral I!r«ervc Hjiik» 
—The organisation of the Federal neserre srstcni is 
of tbia character Each regional I auk, cf which 
there lire 12 has a Board of nine pircitors Tliree 
of them uiust bo bankers, wad three of tUeru emwat 
bo banken Six directors arc elected br tho member 
banks by a rather compLealed srstem of balloting 
and they wrre for three years The other three 
directora are appointed hr the Federal Jleserre Board 
whirji IB tho waperrisiug Wj that sits in 'Wadimeton’ 
The Federal Beserre Board members nre Government 
efficisla an the sense that they ere apjiointeJ be tlio 

Preaident and their appointment confirmed Iv the 

aenate The Oocernnrs of the Federal lleserre IlankB 
7 l “Ji!* tbo cilice eiecutice offieers are ni-pointed by 
the Jbiard of Directors of the Federal Keserre Banks 
and not by the iederal Iteserre Board That Board 
consiatucf an men and tno ccw./Vr,o members who are 
Treasury and tbo Controller 
of the Cnrrciicy There are tsrtain definitions oa to 
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whnt sort of men the\ bIioiiU He The? must be men 
fairly representing commerce and igrirultnre and be 
men of some linking experience There mnst bo 
not more than ono appointed from one TedeTal lle- 
serre dietnct There is a prohibition tn tbe statute 
against hotli officials mid unmhLrs of Oongrefs lung 
members of the Federal Iteaerve Board 

15 553 Do 1 understand you to siy that no 
Gorcrnmeat official co member of the Senate or do 
member of the House of Beprcsentatives can be a 
meraher of this Board ? — 01 the Federal Jleseiro 
Board, no 

15 551 And uf tbe Federal Beserre Bank Boards’ 
— B\ practice, and as a result of rulings by the 
Federal lleeenre Board no person bolding a public 
office or BCtiTply engaged in political matters ts 
regarded as eligible on a Federal Ileserre Bank Binril 
I think 1 should say that I am Disking this statement 
fcithoiit any regard to conditions mhieb mae prerail 
in other countries This aeema to be an arraagement 
and a practice which satisfies the sentiment in the 
United States 

15 553 l\hero does the OontroUer of Currency fit 
io(o fills arraogemeBt?— The CrntroMer of the 
CniTeory u an officer appointed by the President who 
IS charged wiUi the supernsion of the National Bank 
system and he has a large organisitioD scattered 
throngkont the country engaged in eianuning 10000 
National Banks alt of winch are re<iiiired by law to 
bo examined twice a )ear 

15 5o6 For which pinro** he has a big staff of 
examiners’— kes all orer the country Tbe> are 
dirided tip into districts Tliere are I2 bead 
examiners, each allocated to a Federal Reaerya dis* 
trirt and each has li a staff of assistnnta 

IS 557 Aa regaida ether (locernmeut offkials one 
on the Board is the Seerefary te the Treasury f— 
\es 

IS 5o^ Be IS Chairman of the Board, and it is 
really an ee-oj^eto ]>osition, and he does not actiTcly 
interfere, nor does the Controller aciirely interfere 
I suppose, in the immediate management of the 
banks*— Well, 1 should hare to ask yoo to define 
what soil mean hr ' interfere” 

15,650 I will lesre it at that’— They are actire 
participants in the deliberations of the Board The 
Controller of the Cnrrenea oiciipies a «ery important 
l> 06 ilian IB relation to tbe federal reserte ejstem 
because he has the siiperruion and the general regu 
lation of the great body of the membership the 
National Hanks fn the sane war tb, Sciretara of 
tbe Treasur> is responsiWe for tbe GcweCnioeot 
finances and we are CoTemmente fiscal ngenls and 
do all their financial business so that the intironcy 
of relationship is fixed as a matter of necessity 
^betber they are members of the Board or not 
that relationship woul 1 of necessity be a rery wli 


15 500 The Federal Beserye Banks act as fiscal 
agewU of the United States Goyernment? — Te» 

13 561 They hay* taken tbe plK» of the old 
Treasuries to a large extent ao far as those emiee 
tions ore concerned t— The sub-TressUries hare been 
discontinued and closed 

15 562 In the outli mg districts— in the hinl^and 
of America— where probably tliero are no head 
so to speak, of the Federal Beserre Bank 5^ 
does tbe collecting in those particular place*?— Vi 
the reienuc for the Treasury* „ , . 

15 563 Yes*— That is done by a carefully worked 
out arrangement by which the rcrenne coHertora 
kiented in towns and cities where 

Eoserre Bank deposit tbe reienuee collected »n the 

National Dank in that town and the National Ba^ 
transmits them to tbe Federal Rceiwc Dank loo 
must hay* in mind that the National Banka are nl» 
bt law designated as fiwal agenU of the U«u‘“ 
Btates nltboiigh their duties hare become rery^^ 
less actiTO emce the establishment of tbe Beserre 

The commercial National Banks 
of thT Tediral Keecrre sistem. hare deposit* with 


the Federal Reserre Bank to secure good mansge- 
ment and other things of that kind ? — The} carry 
their resertes with the Federal Resene Jlaiiks 

15 555 (flir Jfoneclji Dud ibhoy ) In discussing the 
fiiestion of stabilization with the Chairman this 
morning sou laid stress on three points One of them 
was that wo had to decide whether the requisite 
domestic 8d;ustment had taken place another im 
portant question wig the size of rcsenes Then you 
gave as s third reason that it is desirable to go to 
At-ibitity at fhfl proper price ITten you speak of 
the proper price do you refer only to Indian con 
ditions or do ion refer to international conditions 
also* — I think in your preliminary ststement you 
orer-emphasixed my language s little bit, I was not 
attempting to lay down a tine qua non I wag 
merely expressing the opinion tliat those were threo 
important couaiderations to be borne in mind in 
connection mtb fixing the ralue of the rupee 1 
would not attempt to suggest that it was a sine qua 
non TI e judgment of this Oimmission, la much better 
than mine 

15 566 I will Accept that modification Then in 
decidiog tb* question whether domestic adjustments 
bale taken place you mean by that the prices in 
India?— Yes 1 mean generally the Indian readjost- 
ments of prices and wages 

I5S67 Yon do not attach any weight to Indian 
prices adjusting themseliee to luUroational 
prices?— I tbiufc that has a bearing upon it 

tSSfifl You >1so suggested a postponemeoi in the 
mailer of stabilization until the establidiiscnt uf a 
Central Bank Yon are ownre that on the Statute 
Book of India there exists at present an laeperetire 
ratio of 28 ?— Y« 

15 56fl That ratio has existed lor soma years now 
Tbe pre<ent insisMiuiicn laterfcres with the trade 
and eommerce of the country with European mun 
tries, as well as with the internal trade also in t me 
measure YVould it be adnsable with this inoperntiae 
ratio existing oo tbe Statute Book to jwitpone the 
seiileineot of the stabilizat on rate of the currency? 
—I do not understand that there ts au unstable con 
dition of tbe ruj ee 1 gather you haae bed n rathir 
stable ralue for quite i period now 

X5,5T0 Quite eo by a certain amount of mampo 
lation Be hare obtained a certain emniint of 
stabduation during the last 13 isontlia but >t bus 
been attained b} sates of bills and by mainnulatinn 
at times by the CoTerinnent for keeping tbe ratio 
to a certain figure?— That is a matter 1 know 
1 otbvng wbawt 

15 571 You were not aware of that?— N'o 

15 Y”2 Speaking about the establishment of tho 
Central Bank you referred to two or three matten, 
and pwrUeularly to a third class of ilcpnsits wl ich 
you say la tho reserre of inmrporateil banks and of 
tho priynlo nioneylendcrB— that is the Shroffs an T 
tiarwarix and tboao who trade direcllj through a 
wide-spread system of moneylendiiig itluli is a 
ebimctorislic feature of India Ton xilso laid 
emphasis on that class of deposit* in that the\ Lare 
a yery imjmrtant function to j'erform in the credit 
operaticns of the Indiau people and < 'U snd that 
some cons deration must necessarily lx giien to tbt 
rclstionslup between tie bank of issue and that class 
of moneyleiiders May I ask^ jou to explain whal 

in that etatemeiit to bring into conlrasl conditions 
that exist in the United 'States and those that exist in 
India In the Uiulwl States we hare »l«iut 30 000 in 
sorporated banks of which one-third are niimKrs of 
the Federal Iteserre system but corenng »« past* uf 
tbe country Hardly any town in the United ‘States 
wbieh has a bank is withont membership m tho 
Federal Reaerye srstem Those are iiicorj“»rstod 
banks Tley haye fixed capital which w fixed hy law 

or fixed by the terms of tlieir organization They are 

lequii^ to keep a fixed reserre with os la India 
yen hsie no such banking system You bare not get 
SO 000 separate unit bank* in all the towns and 
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citiM of tbe rounfi^, but you do )iive a ryslem ol 
Doneylending representod by the Indian banker* 
and moneylenders So that the cenditioiu in India 
being ulioUy different {rom those in tbe United 
Stales, It *ceroed to mo they would rMjuire tpecia' 
study ns to what type of relationship could ho ealah- 
lishcd beUeen the nioneyliiidinB jieopte sraltered 
throughout the nhol© of India with the bank oI 
usue, if one was established It would iweessanljr 
hare to be upon quite a different echeine of relation- 
ship from the rather formal and mathimatjcal on* 
that can exist with us where the capital is fixed and 
where the rescries are fixed hy law 1 was no* 
attempting to offer a suggestion as to how that 
should be done, but 1 was tmng to bring out tha 
fact that the conditions in India miKht not t>etinit 
of tbe adoption of a irstcm exactly like the one wc 
have in the United State* 

19573 The Indian znn leilonding aistem s, a 
pecubar organisation In the Anierics'i xystem you 
hare a big organisation working os a complete 
entity, but I am unable to eonceire any process by 
which the Indian organisation could he hronght into 
direct relationship with a Central DanV or bank of 
issue*— Ton SCO no war hy which it could he done? 

IS 57-( No Can you ind cate the lines upon 
which it could possibly he done*— That would be eery 
difficult for me to do except to explain that were 
hanking hr the Indian (leoplo to lie developed to > 
point that in Jitiy city or town the hank felt justiAel 
in nccepting the account of a banker in that town 
ui<an terms and eonditicms set out hr the hanV os n 
standard of relalieiiship it mielit be potsiblo to 
cstsHish a direct relationship It soems to mo it is 
a matter that would grow gradually by cxperieneo 
19 STS Are rou aware tfait the rat* of inleresi 
as well as llio rat* «if discount pteraibog aoiongihis 
clots of people >3 mncli higher than tW bank rate? 
—I Bather to 

19 979 Does that make it ahsututelr impractioab*« 
to interweave a srstem ol that kintlf— It does make 
it ditficott I am remimlcd and I thiak I have men 
tiniie>l the fact that we hare verr mneb the same 
iilustiin in \tncrica la the more retaote acctioas 
from the money centres it is not an uncomoion thiag 
for banka which ate members of the Federa* 
K^rrc system to rh-irge as much as 13 iwr cent 
wheress the bank rate may be only 4 } er c*nt Bo 
tlie difference in rate with iis has not proved an 
liuiiperahie obstacle to the relation It is raore a 
mstter of management and practice 
15 577 But It not rehtively so wide in tbe Cniteil 
States os it would be in India? — I am not well enough 
Bcqiainled with the differences in riteo to answer 
that question 

15 57S Speaking about the coiislitatioD of a 
Central Bank -veeleid-iy you said n Central Bank i» 
oil)} po.isibla where a highlv organised mooey market 
exists la regard to the organized moner market I 
undertand you refer to the system of a network of 
banks or hare you got aoniething eLe m contempla 
tion? — 1 sav that the proper functioning of a Central 
Bank will require a money market in wbich it can 
function It may not be necessary to create that in 
lulraiice we bad no bankers' biUn in Vow kork when 
tbo Federal Rceerre bank* were eetabtiebed A* w 
necessarv and collateral dereloptnent of the operalioo 
of w CentTnl Bank it would ^ well to premote the 
ierelopnint of a trpe of monej market in wluch 
that bank would easily function 

S'l kou mean to say that it is not necoss-iry for 
the existence of a bank that there should be banks 
before (his Central Bank la established, bnt the money 
market will develop* — It will develop 

15 5'^ It will develop the work of the Orntral 
Bank if those banks do exist? — X think that baa been 
the hiatoTK of Central Banks The market deretopa 
around it 

15 591 In tonneclioii with the succeulnl estabtssh 
ment of the Centra! Bank tou referred to tbe 
anomalies shich exist to the Stamp Aet abont 
ccgotiahle isstrUmenta and stamps on bills omd 


chcqnee Do I gather there i* no stamp duly cn bill* 
of exchange in America*— No He bad one during 
tbo war, and I think it was fho first tax aboltshecl 
wbea our tax teducliou took, place at the end of 111“ 
war or it wits one of the fir<t 
15,SS2 It was only temporarily put on daring 
tbo warp— Ves, bs a war measure 

15,983 All negotiable inatriinieiits bear no stamp 
duty of any kind? — I do not think any negotiable 
infitrumcnts which are current in banking and which 
teark the Itah-riil Ueserve Bank have any 
stamp tax now X believe there is A stamp tax on 
broken* loses which we do aot handle, of course, 
at the Reserve Birrk 

Speaking about the constitution of the 
bank you also said that the banka are prevented 
from making overdrafts by statute* — les, that is 
true 

Then you qualified that statement bv 
saying that overdrafts were perntssihle on secun- 
ticitl — Not overdrafts 

tS Not overdrafUf — Vo 

IS 587 No form ef overdraft is allowed of any 
kind* — ^No 

IS 5S9 Either on current account or on cash 
credits? — No X think there are a few State* which 
may be an exception to that, but, generally sjieakiDg, 
you nay asy that there u a prohibition against an 
oierdraft. and tliat applies to the National Banks 
espeeiaUy 

15 5^ But if those drafts are supperled hy 
adeqnate securities, what u your ohjeirtion t Can 
you explsiD to me what u tbe real object tbe Dnited 
Slates Legialaturo bad in view when making aueli a 
stipulalioaf-^peaking from the standpoint of the 
Central Bank, which woe the subject of ourtliscnviinn 
one of tbe objections is tbst the orerdyaft, which 
may ladeed represent tbo be«t type of credit in Qse, 
does not prcdiic* a negotiable piece el paper which 
IS capable of being discounted at the ReserTc Bank 
aiwf, voaseqiientlr, a very largo portion of tbe accounts 
of the member banks might ^ ineapsblc of being 
available for credit et the Reseree Bank in time of 
need 

15,5*)0 It IS to secure the reserve banks from the 
temptation of arcepting aecuritiea which may not be 
consistent with safetv?— No 

15 991 It 19 not that?— No The ohjcction to the 
dcrelopDicat of cash credit from the standpoint of the 
Reserve Dank is that it puts the asset* of the memi er 
bank in • form where they aro not arailahle for use 
at the Reserve Bank in time of need and probably 
lluwe occouiita ere tbe best assets- 
IS 592 Speaking about the Central Bank yesterday 
aew also stated that it you retaiD the Imperial Dank 
It can bo dmded into compartmeuta, one the bank 
of issue and the other doing commercial business 
Would those watertight compartments lend them 
selves to sound fioanria] working* — T made no sugges- 
tion, but I simply indicated that there might be three 
courses of approach in connection wiUi the bank of 
none One would be to convert the Imperial Bunk 
into s bank of issue The other would be to separate 
the Imperial Back into two different and distinct 
hanks and the third would be to organize a new bank 
of losuo leUTiTig the Imperial Bank substantially as 


merely a suggestioa of a point for consideration, that 
there were three methods of b]i| roach 3lr ohjeci in 
auggeoting that was principallv to bring out what 
our experienro showed as to the need for care ui the 
roserro transfer and the transfer of Goreinmcnt 
deposit* 

15 594 Ton also spoke abont compute transfer of 
the note issue reserve to the bank In speaking 
11. „„ u, 

i^rves or to the currency and gold reserves »_To 
the currency and gold reserves 
15,595 If those currenev and cold reserrea were 
« ,b, c.Mr.1 11..,, ... 

tines on which tho Coverement ought to bo com 


MINUTES OP EVIDENCE 


329 


12 3/ ly, 1926 ' 3Ir Stbonq Dr Jacob H Hoixandsb, [Conlmved 

and Dr Oliveb U W SmiauE 


pensited? — I do not think I could I bars not 
sufEtient intimate niqiiaintiinic with tlie effect* of 
S' cK a transfer 

15 59b You taniiot deal with that matter in con 
nection with India on that^ — No 
15,597 You wonll agree that the I»<J\ ernwent 
would need some tompensation heiiuse these were 
funds in the hands of the Coternment, and repre- 
sented profits on the coinage of the rupee? — I do 
not think I hare any opinion on that question of 
compensation 

15 59^ (Sir Henry Stralo’ch ) I asked a question 
jesterday regarding the legal obligation to roiopeJ 
the member banka to hold a certain percentage of 
their liabilities with the Federal Iteserr® Banks 
and I isked you why it was that the perrentago to 
be deposited with the Federal lleserre Dank was 
different in the different localities You suggested 
that you would later on mention uhat the reason 
was, but you did not* — T cannot sas that I ean 
defend that particular system because logically it 
might appear under a banking svstem whiih had 
dereloped along different lines from ours that 
lountry banks being more remote from the Central 
Hank should bare a higher reserve The reason for 
the difference of reserve requirements between the 
Cintral Reserve cities, the reserve ctlKO and the 
country banks, wav due to certain characteristic* of 
our old as stem, where the country banks carried 
their reserves in the reserve cities and the Central 
Iteeerve city banks and all of the banks of the 
country, including the reserve city banks, might 
carry their reserve in the Central Reserve City 
hanks vQ that the development of the different *ize 
of reserves grew out of the feeling that a greater 
responsibility rested upon the banks in Reserve 
eentres whicli were carrying a proportion of reserves 
for hank* located m eountry sections 

15 599 If A new system were set up. you would I 
take It, not advocate any such distinction being made 
ns has been made under the Federal Reserve Aef?— 
I think the proportion of rcaerie would have to he 
bas^ upon very different considerations than those 
which esisted in America, when this pstticolar pra> 
tice wa* locorpofiited in law You understsod that 
bolote the esUhlsehtneat of the Federal Reserve Act 
country banks were required to carry a wtain per 
centago of reserie of which a portion had to be in 
cash in their vaolls and a portion might be carried 
with a correspondent bank in a money centre That 
IS wbat led to requiring a higher percentace of re- 
serve to be carried by the commercial banks located 
in the monev centres 

15 600 Yesterday you told us there are two ways 
of dealing with the relationship of the commercial 
banks and the Central Dank One wonld be the one 
in practice in America to let the commercial bank* 
I old a certain given percentage of tlieir liabilitiee 
with re<:erve hanks and the other would be the 
sistem adopted m this countrv where no such pro- 
vision evi«b>, but where the Central Bank evvefaUj 
discriminates for whom it oi>ens account* and re- 
discounts In a country with an undeveloped banking 
svstem and with what may be called a tack of 
banking discipline would you not regard the eyetero 
under which tie commercial banks are compelled to 
d< posit some of their Rc«erves with the Central Bank 
a preferable one to the one that bas gronn op >n 
tills country* YThat I have in mind is this If you 
wero to enact that anv bank trading as bankers, 
that IS to say taking money on deiwit which can 
lo witTidrawn by cheque, were heUl to deposit eemo 
of their ree^rres mth the Ckntral Rank and at the 
same time to di»clo«e itv own status as is the case in 
snnHS of the central banking coontriee that would 
oenduc*! to educating tho pubho to tba doties of 
bankers better than if there were no such well-dcfilieal 
•\atera* — Tho derelopment should I** considered 
rather historicallv In the ITnilcd States are had 
king jwnods of wiUl and reckhn's banking praeiKoa 
which imposed great hardships upon the people of 


the country and very severe losses at times Not 
onlv hnie we the habit in the United Btates of doing 
a great deal by legislative enactment, evpressed with 
great particuKritr but in ibo cose of hanking our 
csperience had been so unfortunate in former \oirs 
that Congress and the legislatures were renjv to 
impose very careful and precise restricti <iis upon 
bonking and not only that but to introduce a very 
estensiielv organised system of reports and evamun- 
tions Be do banking now too much by law in 
America I think and notenongh by good judgment, 
but that IS the way n system is liable to develop in 
a new country which is growing Whether it wonld 
be wise in India to impose the same type of par 
ticular legal restrictions and rcqiiiremeiitis upon hank 
ing that wo haro in tho United States, would depend 
upon a prettv thorough understanding of banking 
methods in India how secure they are and how ccr 
tainly and.carefully the business is conducted In 
Fogland it has been the development of centuries 
but the growth is the United States had sprung 
up relatively almost overnight The neivl for 

line type of regulation and supervision seenicl to 
be apparent to everybody at any rate thst is 
the wav ire have grown There are those who 
aay that it makes very bad banker* They 
try and do ererything by law instead of bv 
good fudgment The probability is that nnder each 
a system as we have hnd banking has not developrl 
qnite as successfully as it might have done with some 
greater sense of responsibilitv On the other hand 
we may have been protected from banking disnsVwa 
which would he verv serious and constant failures 
of hanks that otherwise would have nrciirred If 
vou introduee such n svstem of rarefiil wriitiiiv nnd 
evamiBation savh as we hnve it is quite natural 
that Boards of Directors rKino to rely upon the 
esaminatien by the Cbntmller or the Stnt« Superin 
tendent as ptrti) relieving them of some of their 
responsibility to see that the hank is always in a 
gomi condition VThrn you are dealing with a pri 
rate banker subject tn no supervision whatever, vnti 
have wholly different conditions hfv remarks yes* 
terday were isteoded tn snggett sa they probably 
hare to yoor mmd the need fnr specnl study of that 
kind and the desirability of not attempting to dv 
what wo did in tho rase ut our Federal Resorro 
svstem Considering that tho FeJem] liescrm 
system bas worked pretty well in America it might 
W thought It woald also work prettv well in India 
hut 1 am not witling tn sav that it would work well 
ID India 


IS COI 'IVhat has been suggested is this that in a 
country unaccustomed to tho Outrnl hanking 
evstem the fauctioss of tho CintrnI Bank arc iiiuallv 
not well understood In particular it i* not well 
nnderstood that tho Central Jl-ink i* there to hold 
the cash raservea of the commercial hinks I havi* 
licard of instances where owing to the absence of 
such statutory provisions somo commercial hinks 
have refrained deliberately from dcpo«itinc; their 
cash reserves with the Central Bank Such action 
largely impede* tho proper functioning of the Qn- 
tral Bank — 'We have had coniulerable riperienrc m 
that very matter wheo you consider that out of po*. 
siblv 1^ ran or 20090 banks which can qualify to ho 
meinbera of tho Federal Itcocrve system in Amerirn 
w« have onlv about half that number, principallr 
the Natmual Bisks of which there are a little un I r 
lOran who were required to be memhen. TlioBtate 
hank* are permitlevi to become mcm1«Ti on conform 
ing to certain standard! The menibrpihip of the 
Btsto hanks has been largely ronSnol to the l^nki 
in th« large money rentrci which not only became 

hotter arquaintid with the meaning of the arate,n 

and the security afford'd by mcmlMrship hut rcaJiT 
ha I greater necil of membenJiip— at least tw 
thougkt thee ha<1 cspcvially daring the war— 
tie same votHlitions prevailed that von referred to 
There are many gnovl banks in the Unite,! 


which might le 


■mlicrs of the syil, 
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ROVAI. COMMISSION’ ON INDIAN COni’rNCY AVD FIVANCr : 


IS 3fij, ] ift nist»ms !>r Jkvs II 2{«tu<cBK, 

Dt Out»« M U f>rfc4Cr« 


«au!l I ro6l f v U-ttit tnetnWn, but tI‘>T »UH J« 
noimtaiiil wrll rn<igi.li slul tho Crnttal lijnk 
tn> la* til f«"*J (b'l tITIfff t> |)l(J tht fj***"" 

I’lCOS U liu Wn tiat tl vonll bo 

in|-<-r lur * (VnU»I lUnk la unlrrttka tN*«atiii^ 
bank butin<'^a tint ii, to allow inurMl on aatmiJt 
SSrilVl ,v<rtj imuat iliii, or An jo» 

any tij'viion t«o it’— It cirtainlj wtinW mt l« a 
•WrabV l) ir>v >» iW CniU«I Nlau«> \t met k a|)l 7 
in tiMlia, Iiut oiir> of ihf onUUndini: objfCtWDa I mi 
in iSii fart tbal if-o arrUBiulal»n ef a lanta Tslsm* 
nf aaruM m thr Crntral Hank, UfKin liaMIt- 

ittu for intcTMt arwu, naV«a it Br<«uat} toT tbw 
Cent's! llanV to Irwl bjoiwt an<I atm Bio»>*y Crr* 
tainlt w» bar* in rrranl jran ibat to 

into ih* oprtatiftn of th« Crntral lUrk tf-* rri;wtar 
l>ra taco (if Wrilins moTirv for profit ran aodWtimraA > 
prrat jamaC't If tbr oHisation to ram inoory w»» 

idii-omhI UjiOTi tfr bank by takintt * tjr* *1 drpotit 
wlich miairrd (aytarnt of intrr*rt tt o»cl>t 
inlrrfrrr with a normal rrolit NJ»« 1 

il]n»ltatr it hr thia rery (11111 W analogy frorj llr 
Cmlnd Stati^f Yre koSi abont 2i fiMma ibllari of 
rrMnrr (frj o»iU of our BininWa Tiaf uiiiorrrrrTr 
arroiinl nf tl>» nation TV-rra baa bmi a irry altorg 
<1r*irn at tieira (ilimwrO br ihr tn»mW b»*k« that 
thtt atoiiVl ert intorral nn thrir balanrro )»»l aa 
thrr fartnrrlT drJ wh*n tlirj rirriMt a part of their 
rn*rTi[w« with rottmattial lanVa— aar, 2 prr «eat 
■ nloreat In order to par 5 fwr rmt lotrrret os 
tboaa baKivwa wo wouU baxo v» be abU to ratn 
millian dotlara 4 year In order to earn 4*> mil ma 
<t> Ilara a rear la pae lhal intereti it wontd bo ««««> 
tare fnf na t«> expand our credit at preerni di^ 
ciunt faioa le I IQO la 1,200 riIIkiii (hdlara la 
other VTnlei it woqM form an mflatian Ofwn tho 
muntre Condltioiw in tfelia mar hr dilfrrrnt ami 
end mae bo alio offortieely to reparato Mrtnet 
aieevgtitt and t'eir inreetmonu frvim the oirelit 
opotatiuna of tie bank of luiio, hut if it dni haeo 
the effort of rodUinig the bark to earn monre hy 
mreitnionta at a time wlwn it wa* not deeiraMe | 
ehotiM think It woiihl ho a rore unrtreiraMo thing 
for the (Vntral Tlink to do 
IfCCl Ton referred eeiterday to the ormaile 
that to hare a pn^rlr functinnini; mitral hank 
there jnort he a nioner market. tSonld eon acrm 
that the Mtabliehiiwnt of a rnitrat hmk le Ihr 
meant of e«t*bli<hine eorh a moner market and that 
willnnit a rrntral tank a itnnrr market rannot ho 
pr i( erlr derel'ipirl a — fee anj it fiMoJra fir derrfap. 


nrota ibti am <)u*ortiuria of the tounry market. 
Prior to the- e^ta' Iiehrrcnt of the leJeraJ Jfrerrer 
rank (raittcaffy tho «nt rr rraifiiutra~rt of tfie’ 
foourt {•Mil nn of th" haiska of New ^ork. aa*! 
Kr^rtc of tl* nh Ir country, wm e?rrv.l throuiH 
the ^Ink harhanc* lean arroint—a mot umleeir- 
al 'o a toatiin When rrerrea l>rraB>o oipjirnl |l«e 
kanke ealh..| liara on ll-r Stork rerhanje f. r par- 
mrata ami we had • <ra»h in SUe-k pr«cr», eoner 
rate* <1 pibiei ami them uerr a’J Uio diE.. ultira of 
an wnotC»Ht«od eirorx n arkel Tbat U aU avoid'd 
now ftf <1.1 not haee theeM orvnrrrreeH hrrwuer w* 
Kae« cut a irtlef orzanieM.! monre n-arVet with 
the tliwervii flank to take rare of tlirer praka and 
trousKe of ileeninit Tbr» are ecrc c<i>!e»Urahk! m 
the I Olteel StvteO Ttao Cbrteloae demare} aW>r 
ftc <urcr«vy to do the ah-epp eg (oc Cbrutraa pm- 
om!e rmpoMe oye-n tie an orpereirn of ojr f-iane 
o< alioat 400 miUion d-’lUtv 

r mt (rAiieeioe ) lb fore we ikv>e tie enJi-rH-r 
It ibrcr ear other natter to wl >cb you wuh la refer 
|>» wat «.f (» rrerlian er rx| lane I ion* -I 1 at*, nothing 
fnrtiir to anggrat Xi to oar mdeni'r Ilut I da pot 
think (bat mr <t IVagoee and I vooll be aat»£rd 
tn eomlole t> le > earing ait) >nl riiree. ng per ».r» 
ereat appreeiation of the i>| iKWlBnilT to appe-er 
ief >te the rtimei ee in and for the { rnilege of trirg 
alW ta make pmuV'v acene amall rerfitTihotier) ta lit 
work f rf ink iiepwrnaffr I ahoofd air from my rwo 
rxperieniw at lintne that no greater lercwe can he 
perfonard to Irdie thas what haa Umn onjerlakra 
by thie O minie*i vn Tl a £f»t JO yium of py bankiOK 
life in New knrk rtand oat IcMlay aa the eaperiroro 
of laMine tbrinizb recwrrrnt yrarr o’ atraia of 
aniiatv and of dt»a»ter wbieh thi arrowpl \| mart ri 
oor rrlntma areme Snallv to hare rnal W ut to rwa|ia, 
lalailletaiiJieg tie orrumrine of tha tcorat war fti 
htilerr Sa oiay } ronelo Je hy aaeiRg that we all 
feel great a<<mirat >1 anl rnpett f r the rm nrot 
men who am wiltias to lav ande impewtant Iwatnrm 
siul oiler obligaliona tod derate thrlBarlrm ax rati 
i;rutUr»eiv am do\ns> to a great aetvina to the atl 
million t>ee>t tent India 

IS CAS (/A<iirm.ief S\e am rary murh e*l,jf»0 t.> 
v«>o aiwl yoar rolli-acue* for rour awtrtanew and for 
lakinc ao bmg » yosmer to ( tit that auietaare «t ocr 
di*poxai and for the rerr genercuu ireneum with 
•hwh you hare put rour time at our dufKjaal la the 
rounr of the Jan four dam 1 am »ura J (peak on 
le-half of all mr rollracuea when I a*v that I feel 


t proioundly tl at yoa hare 
iM axeMtamv (o ounrkdikrrit 


of the gmlee 


(Tkr rrifnCMCi 


wtlAdrew I 
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